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HONGKONG’S TRADE FOR THE FIRST SIX 
MONTHS OF 1950. 


With the publication * of the 
figures of Hongkong’s trade for the 
first six months of 1950 by the 
HK Dept. of Commerce and Indus- 
try (Far Eastern Economic Re- 
view of July 27, 1950), it is now 
possible to make a general survey 
of trade during this troubled 
‘period. 


The two points that stand out 
most clearly are, first, the in- 
calculable importance to China of 
Hongkong’s peculiar role as an en- 
trepot, especially in being able to 
hold sufficient stocks of essential 
commodities awaiting the moment 
for their despatch to the mainland; 
and second, the remarkable way in” 
which Hongkong merchants and 
dealers have contrived to main- 
tain their position, notwithstand- 
ing the tremendous odds that at 
times have seemed ready to over- 
whelm them. Civil war, blockade, 
the gathering up of trade by the 
People’s Republic of China into 
state-owned organizations and 
their discouragement of private 
enterprise, these and other handi- 
caps have not succeeded in daunt- 
ing the spirit of commercial enter- 
prise that at all times has charac- 
terised the Colony. 


Much of the trade covered by 
the figures under consideration is 
transhipment trade, particularly 
where Shanghai is concerned, the 
goods travelling by rail via Canton 


or, with the ending of the blockade, 
by sea and with Hongkong acting 
merely as a forwarding agent. 
This trade has not, of course, 
touched the local dealer; but apart 
from this aspect, it has been found 
possible at all times for the latter 
to carry on a certain amount of 
business with China, more than 
might perhaps have been deemed 
possible taking all the circum- 
stances into consideration. 


For the six months ending June 
of this year the total trade of 
Hongkong amounted in value to 
HK$3,086 million, an increase of 
39.5% compared with the amount 
for the same period in 1949 of 
$2,212 million; imports which were 
valued at $1,660 m. rose by 35% 
over last year and _ exports 
$1,425.9 m. showed an increase of 
45%. The import excess at the 
close of the six months amounted 
to $234 m., or slightly less than 
that for 1949 of $247 m. (HK$ 
equals 1s. 3d. or US 17% cents). 

The best month for imports into 
Hongkong of the six months’ 
period was January with arrivals 
valued at $321.2 m.; and this was 
also the highest figure since 1947; 
the lowest in 1950 was April with 
$247.1 m. In exports the highest 
value reached was in May, when 
declared shipments from the 
Colony were valued at $265. 7 m., 
the lowest figure being in February 
with $198.7 m. 
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Below is given a table showing high- 
est and lowest values from 1947 to 1949 
(Jan:/June) compared with this year:— 


Imports $ 
(000 
Jan./June omitted) 
Highest 1947 June 130,474 
= 1948 Apr. 188,888 
_ 1949 May 233,301 
% 1950 Jan. 321,227 
Lowest 1947 Feb. 82,557 
- 1948 Feb. 131,243 
5 1949 Jan. 159,336 
3 1950 Apr. 247,116 
Exports 
Highest 1947 Jan. 102,591 
1948 Apr. 138,312 
7 1949 Mar. 177,073 
7 1950 May 265,772 
Lowest 1947 Feb. 70,993 
ys 1948 Feb. 92,286 
5 1949 Apr. 114,826 
5 1950 Feb. 198,748 


Balance of Trade 


In June 1950 imports and exports 
were almost level; June came next to 
the highest month for exports, as a re- 
sult-the import excess touched the low- 
est figure since 1947 (with the excep- 
tion of January 1949 when exports 
exceeded imports). The table.on page 
130 gives the variations in the trade 
balance since 1947. 


Hongkong’s Trading Partners 


It is interesting to notice that im- 
ports from the British Commonwealth 
as a whole increased by 70% over 1949 
(Jan./June) while exports rose by 
13%. The increase in trade with the 
United Kingdom was 27.7% for im- 
ports and 29% for exports from the 
Colony. Imports from Malaya rose by 
76% while exports increased by 51.9%. 
Imports from India showed a large 
increase of 658% over 1949 (six 
months), although exports dropped by 
64.6%. 

Imports from the USA rose by 28.5% 
and exports by 36%. Japanese im- 
ports dropped by 36%, whereas exports 
to that country rose by 46.3%. 
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HONGKONG IMPORTS & EXPORTS OF MERCHANDISE FOR THE FIRST HALF YEAR OF 1947, 1948, 1949 AND 1950 


EG a ]wo } 9 Referring to China, total imports into though exports improved by. 98.8%. 
Bow wieneons|o }<s Hongkong (including those from Macao, which should be included with 
es aa | 1" Macao) increased by 10.4% over 1949 South China, had a drop of 0.6% in 
ve and exports by as much as 166.3%. imports while exports from the Colony 
sale SS ereeoc || Taking the parts of China individually, to Macao rose by 49.7%. 
oo oF ANC || imports from North China showed a ‘ 4 
ax ‘3 SESSA | LSIA rise of 130% while exports from Hong- Below are given figures showing the 
on Oo N kong increased by 178.3%; imports value of Hongkong’s trade with the 
® & coc | |a@ from Central China rose by 97.4% and principal trading partners for the six 
a # & tute |B} exports showed a considerable increase months of this year compared with the 
Seas: Soowes |iol|e of 686.5%; imports from South China, same period in 1949. (Values in HK$ 
| ma) 83 ABNOO || however, showed a drop of 44.4%, al- millions). 
[<3] a 
é MAHON | CO | Oo 
#8 Sense |o/o Hongkong’s Principal Trading Partners 
ag #358 /2|s 
& : a Imports Exports 
Se 82h SHmOS|/EIE 1950 1949 1950 1949 
Seb ects dete bal be 
QoS 
Ci leet EO blades Kiana aoa British Commonwealth .............. 528.1 304.3 351.0 309.5 
= United” Kingdom Gis acini clacisimernian 216.4 aly iyfats 97.9 75.9 
EB SERA BHRSe [Eo |S U.S. Ageia ceagee  otelat. ae ae 339.1 263.9 115.9 85.3 
| So “SG AOCHR |S |S india. #0 Foe © ent eee 109.2 14.4 20.9 7.3 
xX Nex SISSS 1/5 /5 Malayay — ss: smc ns see oe 46.5 26.2 163.2 107.3 
Pa ae =e nN Japan. ss atinita lone ore ae 31.1 48.7 55.3 37.8 
SG OS Hono | op | 9 Chinayécn Maca) rea seer tera 382.6 346.4 629.4 236.3 
eA icy. FSOTS || North) (Chimay Pree eres ete sree 188.3 81.9 228.2 82.0 
el wrtoxwt | o | o Central, ‘China’ 24 i0 <ieies\.ees aa ce 37.5 19.0 180.2 22.9 
| MOS Sees resales South ViGhingse.am. «sey. soe secs oe 110.7 199.1 99.0 49.8 
aa WECHO- © cece car Scr S aero etree 46.0 46.4 121.9 81.5 
n © OHO O te} cml 
a os AAHSOD!1S/10 
2 AS eG 
= 2 CNOVS 12/1 _ Direction of Trade U.S.A. and Malaya came a long way be- 
= =| _ The following tables indicate the bie ppecene ee a ea yee: me 
7 Ae COR Ea || 28 proportion of trade borne by the prin- Dots Are Mestad 
g View Seanslala cipal trading partners for the six third and the United Kingdom to the 
Sipe #0000 | | months ending June 1950, compared fourth place. ne 
ret with the same period in 1948 and the The trade of the British Com- 
wR SS mieera/e |e full year 1937. The changes that have monwealth as a whole with the 
Sy oe AnNaes]|o}a taken place in the direction of trade Far East, and China in ‘particular, 
ex & eieees|S8|h are significant. Whereas in 1937 in through Hongkong has increased signi- 
ae - N imports into the Colony Japan took ficantly since 1937. In that year im- 
< i ormaowe;r|a second place to China, the U.S:A. third, ports from the Commonwealth into 
= £ iss VeuNa|R|* and Indonesia and the U.K. fourth and Hongkong were only 16.2% of the Col- 
OY Fes) awoacs|o lo fifth, by this year the U.S.A. had the ony’s total trade, by 1950 at the end of 
| mt = @a462S |B} second place and the United Kingdom June the proportion had risen to 31.8%; 
ica) and India came third and fourth. In exports to the Commonwealth which 
Gund mcqcgmr |] exports from Hongkong, on the other in 1937 amounted to 19.7%, by this 
ww Hoo mC | ad for) 
et ninorm~ |a}|* hand, with China as usual first, the year reached 24.6% of the whole. 
OSS mrOmDOM | Oo | ~ 
sods RESET eS 
= Comparison of Hongkong’s Trade in 1937 with Trade Figures of the 
et CAPS IGE) INast 1) oN First Half-Year of 1948 and 1950 
BOR Comte |r |e (a) Imports (in percentages of total imports): 
€ 4 MAB NN Sal _ 
Vv 
mn 1948 1950 
z % S SSza8 = = 1937 (Jan./ (Jan./ 
Je, 8 Seese |g | : ee June) 
() a , 
er ee China Oh ene 43 ub Soa ee 20.5 China & Macao... 23.1 
D> = MOVES | ee DAN) sane «jae meet ; GG ifiniee cscs AGS ONO oS spi iee ar aed teres 20.4 
Poop a SRSA RS. U.S. AL sa aks S405 Us, FRA. ee lia’ yee 13.0 
a Scr G6 Saindonesia sm se ae Tee ethailend: costes Tl Malaye uy sae. 2.8 
‘laa vale) ‘ sree Fowele sisters vice ibe sieeve a seenee oe pheend siverters : 4.8 
ndochina’ f\....... : BDANM last. veo ‘ INGA. Wemiease ces 6.5 
a 3 BOSSES S 8 Germany .th. «ce 510, “Macsor 3. 3. ces 3.9 -“Indonesia’ 07... 2.1 
aes aeaostol|a}|o Thailand ....... oot Belgium © s...c sda 26: sJapane cz. sees 1.9 
= S Omones | 10 |  Australial 7.6... 2:2) EBULMO Rat s,s <a 2.6. Australia “<.8..i5<5 3.2 
is Belgium Savcs-ccr 1.6), Australia)... 23 Pakistan a, van. 2.5 
set eee: On MIMAlAy Ae akrrcrrc.c.s 6 1.5 Indonesia ...... 19 Br. Com. Other .. 3.8 
Ft eat whee: LIRCISN . ee tatrers eters 1.0 Br. Com. Other .. 1.9), Koreas. ce hoe 2.3 
7 ae) BrieCom. Other 8.9). India Basic. 16 sBelgium. nccoseae : 1.3 
ova 5) ns oe Sule Other ieee Oe sEROVCAUI RI... cclsustert ddl et Al Otherien eae 12.3 
SG ss > < .—— All Other ....... 15.2 es 
Sal yet 1G c 100. coor 100.0 
ies — 100.0 ees 
Bomar. <a — 
q S&RES 8 § Total British Total British Total British 
s escalates fee Commonwealth 16.2 Commonwealth 25.8 Commonwealth 31.8 


1950 


FAR EASTERN ECONOMIC 


REVIEW 


13] 


OUTLOOK FOR WORLDWIDE COMPROMISE AND KOREAN WAR 


A campaign of hatred is waged such 
as one would only expect in times of 
war when reason is blurred and emo- 
tions fanned. Even. the diplomatic 
‘veneer has come off and statesmen in- 
dulge in ‘plain-speaking’ which actually 
means hurling of invectives, whipping 
up of ill-feeling and suspicion and 
giving the press and radio ‘a line’ on 
what to do in the promotion of cold 
war hysteria. The vulgar lingo em- 
ployed by leading men in‘the two 
principal countries now at ‘cold war’ 
appeals to the bad instincts of the 
people and to that end there is grow- 
ing vituperation and use of a scurrilous 
terminology. 


But it is yet too soon after the end 
of the last great carnage and people 
are still smarting from wounds, aware 
of the ‘sweat, blood and tears’ which 
is their lot if a new war starts; cyni- 
cism, acquired only a few years back, 
is still strong and a potent antidote 
against propaganda. Much ridicule is 
bestowed on the vaporings of military 
spokesmen—with their peculiar jargon 
invented to twist facts—on the accounts 
of bravery of one side and wickedness 
of the other. The minds are not yet 
prepared for tolerating another war of 
whose magnitude and _ all-destructive 


scope one has become frightfully con- 
scious. 


In this wilderness there are still 
voices of moderation and placation 
heard and it is India’s leader, Pandit 
Nehru, who has been acknowledged as 
a messenger of peace, a great man who 
combines the ancient wisdom of Bharat 
with the spirit of Ghandiji. Not only 
do the people of the Commonwealth of 
Nations look. to Nehru for leadership 
in this chaotic world but also growing 
numbers of citizens:in the US and 
USSR are paying homage to this man. 


Now, there is the question to be 
answered: whose century? The Ameri- 
can or the Soviet one? It is the prayer 
of men wherever they live in this 
divided world that an answer to this 
guestion, posed with ferocious vindic- 
tiveness, may be allowed to be delayed, 


for years or better still, decades. What 


this generation needs is less fury and 
more charity. After all, the great issue, 
threatening to destroy millions of hu- 
man beings in a new war, is not of our 
generation; socialism versus capitalism, 
the establishment of a new system of 
goods production and distribution by 
common rather than private ownership, 
the socialists’ belief in the inevit- 
ability of change from a lower to a 
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‘Trade in Commodities The principal exports were: textile 


The most important imports during 
the 1950 Jan./June period were: tex- 
tile fabrics & small wares $121.8 m. 
(1949 Jan./June $101.4 m.), textile 
materials, raw or simply prepared 
(chiefly raw cotton) $111 m. ($35.8 m.) 
vegetable oils $92 m. ($63.5 m.), chemi- 
cals & .pharmaceutical products $90.6 
m. ($57.8 m.), products for heating & 
lighting $80 m. ($67.5 m.), miscellane- 
‘us crude or simply prepared products 
$37.9 m. ($71.9 m.), yarns & threads 
$73.5 m. ($50.4 m.), manufactured arti- 
cles n.e.s. $69 m. ($67 m.), paper $62.8 
m. ($48.4 m.), iron & steel $60.6 m. 
($35.4 m.). 


materials, raw or simply prepared 
$110.5 m. ($36.1 m.), yarns & threads 
$100.6 m. ($57.4 m.), textile fabrics & 


small wares $91.1 m. ($103.5 m.); 
miscel, crude or simply prepared pro- 
ducts $97.1 m. ($68.2 m.), textile 


tabrics & small wares $91 m. ($103.5 
m.), vegetable oils $82.4 m. ($75.5 m.), 
manufactured articles n.e.s. $70.7 m. 
($55.1 m.), clothing & underwear $65.3 
m. ($41.6 m.), chemicals, etc. $65.2 m. 
($38.4 m.), products for heating & 
lighting $60.1 m. ($32.1 m.), made-up 
articles of textile materials other than 
clothing $53.4 m. ($30.0 m.), paper 
$50.6 m., ($44.1 m.), manufactures of 
base metals $50.1 m. ($58.5 m.). 


higher social order—these are parts of 
cur ideological inheritance from the 
19th century but there is no necessity 
to usher in the millenium by utter 
violence. Everything in human affairs 
can be approached in a spirit of 
mutual accommodation. and com- 
promise. The communists have sworn 
to overthrow the present system by 
revolution; but social democrats — the 
most successful being those in the 
Scandinavian countries and in Britain 
(oddly enough all being kingdoms in 
which the king is the symbol of each 
nation and the people’s first servant)— 
have shown another and more humane 
epproach, It is now the hope in every 
progressive community all over the 
world, ‘that. the communist parties 
everywhere may be brought to realise 
the mutually destructive nature of a 
new war, fought with all the fearsome 
weapons (if they may still so be call- 
ed), and thus be made to adont a ‘go 
slow’ policy. 


The USSR, the motherland of com- 
munist parties, has assumed leadership, 
albeit a disputed one, in the ‘red world,’ 
and it is therefore responsible for over- 
all political strategy. But Stalin has 
said that communism and capitalism 
can exist side by side in one world — 
it is up to the statesmen, in ‘Moscow 
and in Washington, to work out a 
modus vivendi, in the fullest and 
literal sence of this term. We all want 
to live, not to fight, kill and die, and 
cause destruction to each other. 


There is so much talk about ‘grow- 
ing tension,’ ‘a widening rift,’ ‘crisis 
chasing crisis’; but if one dispassion- 
ately analyses the present international’ 
political situation one arrives at no 
alarming conclusion. Certainly, there 
are many reforms and adjustments ta 
be made. in many countries, and this 
is only natural; life is not stagnant but 
dynamic and refusal to acknowledge 
the need for improvement, to meet the 
needs of the time, invites resentment 
and rebellion, 


The War in Korea 


Refusal to adjust a situation while 
it was time has caused the ‘present out- 
break of hostilities in Korea. The war 
is now entering its sixth week with the 
North Korean forces having far ad- 
vanced and approaching the port of 
Pusan, threatening the US forces with 
a ‘Dunkirk.’ Although the military 
action taken by the North Korean Peo- 
ple’s Republic has been castigated as 
aggression and a large number of 
countries, members of the U.N., have 
pledged to fight against the N. Korean 
invader, the current campaign not only 
puts Korea, as it were, militarily on 
the map but it also exposed the hollow- 
ness of the South Korean regime under 
Syngman Rhee. Only uninformed sec- 
tors of the public could be surprised 
about the wide popular support the 
North Koreans got when they entered, 
with Russian and old Japanese arm- 
our, the territory of the South Korean 
Republic. 


‘32 


Unification of the country, the fer- 
vent wish of all Koreans, is now being 
achieved, at tremendous cost for, the 
people and their rather poor economy. 
The blame for this tragedy rests with 
the Allies of world war II who made 
out of Korea another pawn in a world- 
wide game for hegemony. The parti- 
tion of Korea at the 38th parallel was 
a monstrosity—and that this piece of 
political surgery was festering through- 
out the last almost 5 years should sur- 
prise no one. Year after year, since 
Korea was freed from Japanese rule, 
this artificial and deleterious partition 
of one nation into two states, with 
mutually antagonistic regimes in each, 
was permitted to continue. While US 
and USSR vropaganda was making out 
of Korea another political football, the 
Koreans, despairing that U.N. or the 
wartime Allies, now peacetime foes, 
would rectify the injustice that had 
been done, were planning to do away 
with the fiction of the two states. 


The North was politically more uni- 


fied and the regime there, controlled 
by the Korean Communist Party 
(KCP), was able to gain significant 


public support, the ruthlessness and 
efficiency of the KCP workers being 
largely responsible for this result. In 


the South, the regime could not gain 


public confidence; rebellions fiared up 
here and there, guerillas could not be 
suppressed, the upper class was very 
weak, the middle classes unorganised— 
on the whole a very inviting proposi- 
tion for the communists to walk in. It 
may be assumed that the majority of 
South Korea’s population do not favor 
the establishment of a communist state 
but national unification is the supreme 
desire and is overriding fears enter- 
tained by anti-communists. Rhee was 
once regarded with affection by the 
Koreans as a national leader—when he 
was young he had devoted his life to 
the liberation of his country from 
Japanese rule and he was instrumental 
in rallying much foreign support and 
sympathy to the cause of Korea. But 
in his old days he has identified him- 
self with the landlords and thus lost 
touch with the people. He is a great 
patriot but his party could only poll 
i0% of total voters when elections were 
held in S. Korea (incidentally against 
Rhee’s will but under US pressure). 
The loss of public confidence was a hard 
blow to the prestige of the S. Korean 
government and may have precipitated 
the invasion of the N. Koreans. 


As the upshot of the present war, 
which started as a civil war, the re- 
unification of the country will be 
achieved. The N Korean forces may 
withdraw to the 38th parallel to make 
a U.N. supervised holding of a plebis- 
cite possible. The outcome of it appears 
as a foregone. conclusion particularly 
in the light of the many ‘change-overs’ 
by important S. Korean officials and 
officers (even the C-in-C and members 
of the general staff have joined the 
so-called Korean People’s army) and 
the extent of. guerillas which has shown 
where the rural population’s sym- 
pathies lie. A coalition between vari- 
ous republican and _ social-democratic 
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The Korean War and Japan 
by E. Stuart Kirby 


For America and Europe, the out- 
break of war in Korea presents a 
threat which, however serious it may 
be, is not only distant but also rather 
general in its nature. The main ques- 
tion in the West is: is this going to 
lead to a new .World War? Western 
discussion ‘therefore views the matter 
in the broadest terms of worldwide 
strategy, on the background of the 
global clash of the two great contem- 
porary. social systems. ‘ 


It is natural that in Hongkong and 
South-east Asia the issue is viewed 
more narrowly and closely, on the im- 
mediate and local plane of tactics. The 
question here is, what are the Russian 
and Communist aims in Korea and 
just beyond Korea? I¢ they are wholly 
or partially achieved, in which direc- 
tion would Communist aggression move 
next? Red China is ordered by its 
masters to “lean to one side,’ though 
the people of China may rather wish 
to refrain from external adventures, 
and lean forward to internal reform 
and peaceful progress. Can China be 
drawn into the new conflict? If so, in 
which direction does the Russian Master 
wish it to move? 


There is however (apart from poor 
Korea itself) another country, one 
which occupies a key position in East 
Asia, which is most directly threatened 
by current developments—not merely 
strategically or tactically, but even in 
terms of its immediste livelihood. That 
country is Japan. The Russo-Com- 
munist move in Korea cuts off an im- 
portant source of food and raw 
materials and a significant market, for 


parties with the KCP is likely but the 
ultimate domination of the state by the 
KCP cannot be doubted. 


Here as elsewhere in the Far East 
it is the communist party which has 
captured the minds of large numbers of 
energetic members of the younger 
generation and has developed cadres of 
fanatic workers. Where is a political 
force in, say, Korea or Indochina which 
can match the organisation and_ spirit 
of the communists? 


The creation or fostering of such a 
force is primarily the task of the na- 
tives with foreign advice, if welcome, 
assisting but never interfering. Both 
the American and the Soviet attempts 
at interference in the national affairs 
of a country are resented by the native 
populations, the communists however 
proceeding with greater astuteness and 
less fanfare. Politically communism in 
the Far East is on the offensive, a very 
successful and ‘hard-pressed offensive 
but its exponents realise the weakness 
of their industrial resources and tech- 
nology and therefore they might be 
induced to come to terms with the ap- 
parently now more determined pro- 
tagonist of the capitalist world: the 
rearming USA. 


Japan, It endangers the considerable 
progress that has (despite various im- 
perfections) been made’in the reform 
and rehabilitation of Japan, Just as 
Occupation plans had reached the stage 
ct being able to ease various restric- 
tions, to move towards the difficult 
task of making a secure and satisfac- 
tory peace settlement, and to envisage 
at last the full utilisation of Japan’s 
capacity and capabilities in the peace 
building task of reconstruction and 
development in Eastern Asia, this blow 
falls. It must be intended to impede 
the material progress of the Japanese 
people, to keep them in economic 
difficulties, to impair relations between 
them and the Occupation authorities ; 
thus to make them vulnerable to Com- 
munist infiltration, and at the same: 
time to put a spoke in one of the main 
wheels in the machinery of economic 
revival in the Far East. 


The minimum purpose may therefore 
be that of “queering the pitch” for 
democracy in Japan — which would 
mean “queering the pitch” also for 
the general work of economic recon-: 
struction in, Asia, and jeopardising the 
real prospects of peace. 


Fortunately, it would appear that 
the same manoeuvre on the political 
plane has so far been rejected ; that 
the West will refuse, under blackmail 
of war, to trade political concessions 
in return for a hollow peace. The 
powers concerned have rightly insisted’ 
that the withdrawal of the Communists: 
to the 38th parallel is an absolute pre-— 
condition for any negotiations. Econ- 
omically Japan holds a key position for 
the revival of Asia, and this economic 

must not be neglected. It is 
true that the Russians are greater 
realists than the fanatic Hitler was, 
and that Russia is probably hypersensi-. 
tive locally in Korea, which closely 
touches the Soviet Far Eastern terri- 
tory; on these grounds also there is 


hope that the Russians will prove 
flexible—if they are successfully 
resisted. 


Were the Korean affair settled today, 
the plight of its. 18 million ‘people, in 
their dire distress, would be a grave 
burden on all who are working for real 
progress and improvement in Asia. 

On, the economic and social plane, we: 
face a danger which has already shown 
itself on the political plane. That 
danger is the same that faced the Free 
World at Munich in 1938. The basic 
ruse of the Kremlin at present may 
well be the same as Hitler’s was then: 
to allow overall peace to be secured by 
a narrow margin, so that, in joy and 
relief over the solution of the broad 
issue, people everywhere will light- 
heartedly agree to the cession of 
“minor” points. T'o accept this would 
be to trade a great deal of strategically 
vital space for a tactically meagre 
amount of time. That the Free World 
may again be relatively so weak (im 
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terms of warlike intentions and pre- 
parations) that there is no choice in 
this matter, is another question, not to 
be discussed here ; it is only desired 
in these lines to point to the danger, 
and to hope that the aggressors are not 
allowed to succeed in this type of 
finesse. 


* * s 


Japan has been seriously affected 
Broadly speaking, the position had been 
reached in Japan where the sharp 
tapering-off of dollar support for the 
Japanese economy was due to begin. 
Many controls would have been 
removed on July Ist, had it not been 
for the present trouble, and this was 
to have been the beginning of ‘a pro- 
cess of full decontrol in all put the most 
vital matters of military and political 
security. Japanese trade and all other 
economic activities—which before the 
war played so great a part in East Asia, 
and must inevitably do so again in the 
ultimate future—were to be given full 
scope, though geared to an overall 
scheme for the economic development 
of Eastern Asia. This might have 
brought some shocks of competition, but 
would certainly have greatly increased 
and enlivened economic activity all over 
the hemisphere. The least result of the 
Korean “incident” must be to force 
all the free nations to divert a great 
part of the income and resources which 
might have gone to productive and 
developmental purposes, into the vain 
(and, by us, detested) task of building 
up armaments to match the brutal 
challenge of the Soviet Army itself, 
and of its bandit auxiliaries in all the 
Asian countries. 


In the case of Japan, the setback 
may have to be even fuller and more 
expensive, in terms of the potential 
gain from the revival of that country 
for peaceful purposes. The effect may 
be greatly to prolong the awkward, 
restrictive, cumbersome and unwelcome 
circumstences of military Occupation 
and direct control in Japan, and to 
Postpone indefinitely the dynamic and 
unfettered (though not wholly un- 
planned or uncontrolled) participation 
of that country in the Asian economy, 
to which it could contribute so much. 
Among the Japanese themselves, ex- 
pectations are of course stirring that 
the Japanese economy will be fully 
geared to the American war effort, that 
their islands will be developed as a 
great base, perhaps in some such a way 
as Britain was in the last war; some 
are even dreaming of lease-lend sup- 
plies and complete economic integra- 
tion. The authorities, both American 
and Japanese, have however made 
abundantly clear that any direct: parti- 
cipation by Japan in any war, on what- 
ever side, is “forever” forbidden. 
Reponsible Japanese opinion fully 
realises this ; it understands also that 
the gains from such a’ development 
might be largely illusory, as it would 
lead to an artificial economy in 
Japan, full of distortions, inequalities, 
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inflationary pressures, and many other 
undesirable features. Most Japanese 
have enough business sense to realise 
that real peace offers a far better pros- 
pect for them than any such “ wartime ” 
alignment. 


* * * 


A personal impression, from a recent 
visit to Japan, is that Japanese opinion 
is more immediately and _ specifically 
aware of these aspects and implications 
of the situation than is American 
opinion, even locally in the Far East— 
certainly more so than the general run 
of thinking in the United States itself 
or in Europe. In view of Japan’s pro- 
ximity to the Korean front, and the 
general feeling that the present was 
in any case the decisive hour for Japan 
in respect of that portentous and pres- 
sing question, the fomulation of a Peace 
Treaty for Japan, it is perhaps natural 
that the Japanese should feel that the 
onslaught in Korea is in reality aimed 
at their country, first and foremost. 
But observers in other countries also 
would do well, while their eyes are 
anxiously fixed on the higher but more 
distant plane of United Nations de- 
cisions, to bear this more local inter- 
pretation in mind. 


One thing that is axiomatic in the 
settlement with Japan is that Japan is 
to be permanently demilitarised. In a 
world in which aggression is again an 
actually, it is clear that one country 
cannot in such fashion be left wholly 
defenceless ; some international agree- 
ment for its protection is a practical 
necessity. ‘The formula of ‘‘ permanent 
neutrality,” which has been raised in 
respect of Japan (and: of another ex- 
enemy country, Italy) is not very 
ypractical in such circumstances. <A 
Japanese writer recently commented 
epigrammatically that the decision- to 
be neutral is not made by a country 
itself, it is made by all the other 
countries within reach — and _ the 
“reach” of modern arms and modern 

ropaganda is presumably world-wide. 


Besides political neutrality, some 
Japanese have also remarked, there is 
such a concept as economic neutrality ; 
and the one concept is becoming as 
theoretical as the other, in the modern 
world, A country may give no military 
or political sustenance to belligerents, 
but if it continues even normal trade 
and economic relations, it is open to an 


’ aggressor—under the latest conceptions 


of international law or lawlessness—to 
regerd this as participation on the op- 
posing side, or perhaps as good reason 
for “liberation,” i. an attack on the 
“ offending ” neutral country. The fact 
can hardly be escaped that the present 
Russo-Communist action is forcing the 
Japanese people to take sides. Can the 
Russians or their Communist subordin- 
ates really imagine that, either from 
inclination or from short-term self- 
‘interest, the Japanese would prefer to 
come on their side? It is to be feared 


-that they plan further pressure and 


leave the 


encirclement aimed to 
in the 


Japanese no practical choice 
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matter (they are not accustomed to 
allowing plebiscites or choices, unless 
they are sure of at least a 99% vote 
in their favour). It is true that the 
Americans have at present suffered 
much loss of face in Japan, as they 
have experienced initial military set- 
backs at the hands of Koreans, not a 
people deeply respected in Japan for 
their military or organisational pro- 
wess, but this is not by any stretch of 
the imagination a decisive factor, and 
the military situation is likely to be 
reversed before long. 


Even if this main danger is avoided, 
the Japanese economy, and Japan’s 
relation to the rest of the world, will 
phave to undergo great modifications. 
Japan will have to become more or less 
of a supply base, for the containment of 
Communist aggression. So near to the 
sources of the aggression, the means 
used will have to be directly military. 
Over in Southeastern Asia, however, 
hopes of containing the Communist 
attack are still primarily based on 
Economic and Technical Assistance, to 
develop the backward areas, raise living 
standards, and remove the poverty and 
despair in which Communism finds a 
breeding ground. In this quarter in- 
dustrial products, shipping, technical 
and commercial services from Japan 
might be called upon to make a wide 
contribution. In the Japanese home- 
land, in the chemical, engineering, and 
other industries, there would have to 
be considerable changes of emphasis ; 
these industries were being rehabilita- 
ted with a view to participation in a 
peacetime world trade. Now these 
activities, and Japan’s courses for ob- 
taining food and raw materials, may 
have to be reoriented as required for life 
in a war-threatened world. 


This is Russia’s choice. If the Com- 
munists could be ordered to keep the 
peace, a more rational economic struc- 
ture could be devised in the Far East, 
with multilateral links which would 
benefit China and other Communist- 
influenced areas just as much as they 
would benefit anyone else. That the 
Communist side has taken the drastic 
course of aggression, in an attempt to 
overthrow the equilibrium that was 
being reached over Japan, and to jeo- 
pardise the whole situation in the Far 
East, is in effect a confession that their 
efforts to obstruct and sabotage all 
plans in Japan’ (where they have made 
thousands of criticisms, and poured out 
torrents of abuse, but have put forward 
no ovractical schemes) have utterly 
failed. 


They feared any success, even partial, 
of the present plans for Technical 
Assistance in Asia, which would remove 
the main causes.of Communism; so 
they took this drastic action to forestall 
that outcome. They can offer no more 
constructive policy for Asia than their 
hope to pull down the whole structure, 
in order that they may climb upon the 
ruins. If — as in the case of China 
—a vast area falls easily into their 
hands, the Russians will gladly grasp it. 
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Karl Marx has three most important 
defects. Firstly, he never completed 
any of his work; secondly, he com- 
pletely misunderstood the relative im- 
portance of the various parts of it; 
thirdly, when he allowed himself to 
predict the probable results of what 
he had observed, he was. usually 
wrong. 


It is natural that we should find de- 
fects in the work of an economist and 
philosopher who wrote a hundred years 
ago; it is only necessary to underline 
them because in this case some of the 
Social Democrats and all of the Com- 
munists have attempted to ascribe as 
a sort of omniscience to him. To dis- 
agree with Marx, to be a “revisionist”, 
is indeed to be in physical danger in 
some countries today. But those three 
criticisms of him are true. 


Take the first: the majority of his 
finished works are either brief pro- 
paganda pamphlets (such as WAGE 
LABOUR AND CAPITAL or THE 
COMMUNIST MANIFESTO); attacks 
on other people like Proudhon or Na- 
poleon III; or books like the CRITIQUE 
OF POLITICAL ECONOMIY, which 
were admittedly first sketches of the 
oe he was. going to work out 
ater. 


Glut of Material 


They are all, that is, either ephemer- 
al or introductory: they are examples 
of, or leading up to, the great work 
he was going to do: and he never 
finished that work. 


A foundation member of the British 
Communist Party, and editor in 1922 of 
its official organ, Raymond Postgate left 
the Party in 1923 because he disapproved 
of its tactics and policy. He is the 
author of THE BOLSHEVIK THEORY 
(1919), a book personally revised by 
Lenin, and REVOLUTION FROM 1789 to 
1906 (1920), a _ standard work. Since 
1920 Postgate has written 20 books, 
chiefly history and biography, but in- 
cluding three novels and an edition of 
a Latin text. THE COMMON PEOPLE, 
written in collaboration with G. D. H. 
Cole, has sold some 50,000 copies and is 
widely used by students. He has also 
revised and brought up to date H. G. 
Well’s OUTLINE OF HISTORY. 


Where—as in the case of Japan—this 
does not happen, and their undermining 
tactics fail, their next resort is to cause 
such unsettlement as will at least serve 
to deny the area to. their capitalist 
opponents. 


The aggression in Korea must be 
regarded as a move, not merely to 
cause a snlit or a stoppage in the work- 
ings of the Higher Committees of the 
United Nations, but as a direct and des- 
tructive blow at the foundations of the 
economic and social livelihood of the 
Far East ; it is not only a threat of war 
in the abstract, but a concrete attempt 
to create fear, misery, confusion and 
starvation here and now. 


Fallacy of Marxism 
By RAYMOND POSTGATE 


Only one volume of CAPITAL ‘was 
published while he was alive; and 
when he died, Engels found an im- 
mense amount of unfinished studies, 
sufficient to fill two more volumes. 
(Kautsky published even more after- 
wards). But they were so chaotic that 
even after Engel’s patient sorting there 
is a direct contradiction on a quite im- 
portant point between Volumes I and 
III .of CAPITAL. Something had 
gone wrong with Marx; it is a common 
failing in academic circles to accumu- 
late great masses of knowledge and 
not to be able to use it—to begin im- 
portant excursuses and never be able 
to finish them. 


Out-Of-Date Theory. 

Now, there are three main sections 
of Marx’s philosophy: the ‘Labour 
Theory of Value’, the theory of ‘Dia- 
lectical Materialism’, and the ‘Materi- 
alist Conception of History’. Of these 
he believed the first to be most im- 
portant. This was not an error of 
adoring disciples but of himself. 


Aveling, his son-in-law, - reprinted 
the first nine chapters of CAPITAL as 
essential reading for new students; they 
are the most arid and abstract section, 
dealing exclusively with the theory 
of value, and they were selected be- 
cause Marx considered all his philo- 
sophy was founded upon the ma- 
thematical exposition in them. But 
not ‘only are they very’ difficult to 
read: they are almost entirely obsolete. 
It is just possible to describe modern 
economic phenomena in terms of 
Labour Value — Professor Cole has 
done it, and a fantastic feat of in- 
genuity it is — but even the orthodox 
Communists have ceased to insist on 
it. The thing has practically disap- 
peared; and in going has done no 
harm to Maxism. 


Dialectical Materialism (it is true) 
has vitality enough left to cause con- 
fusion and dissension; but its damage 
is chiefly done in academic circles, and 
Marx’s continuing reputation certainly 
would not rest upon it even if it were 
true. (It is not; it is mere myth mak- 
ing, but I have no room in so short an 
article to discuss this). 


Source of Marx’s Fame. 


Marx’s fame rests o% what is called 
the Materialist Conception of History. 
There is, as usual, no complete and 
full description and discussion of this 
in Marx’s work. But, in brief, it is a 
demonstration that the motive power 
in history is economic. It is the 
methods of. production, and the class 
relations these involve, that have 
dominated and directed past history, 
which in consequence has always been 
a history of class struggles. 
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This theory has had an immense 
clarifying effect upon the writing and 
understanding of past and contem- 
porary history; it is as important, in 
its sphere, as the theory of evolution, 
and puts Marx himself in the same 
category as Darwin. Practically no 
competent historian nowadays puts 
forward the ‘great man’ theory of 
history, or offers truth, virtue, the 
love of liberty, divine intervention or 
racial characteristics as a causa causans 
—or even, as once everyone did, writes 
about the surface of politics without. 
ever looking beneath. 


Prophecy Falsified 

As a historian and interpreter of the 
past, Marx has, perhaps some ‘little 
merit. But as a prophet and guide to 
the future he was a failure. System- 
making—unfinished—was his delight, 
and he composed from the materialist 
conception of history, the economics 
of Labour Value, and the mysticism of 
dialectical materialism a system which: 
proved that the class struggle which 
was then. going on would proceed in a 
certain way. The employers would 
get fewer and fewer in number, and 
their wealth would get greater and 
greater. The workers would get poorer 
and poorer and as industrial develop- 
ment progressed the factories would 
get more and more enormous. Com- 
mercial crises would become more and 
more violent’ until the last somehow 
(how was left unclear) provoked a 
conflict in which the regiments of 
workers in the most developed coun-. 
tries destroyed their tiny group of op— 
pressors. Then the classless society 
would begin. 


In many ways, most of which every- 
one can see, this prophecy has gone 
wrong. The upper and middle classes. 
have not dwindled to a tiny handful, 
nor has a commercial crisis set off the 
tiniest revolution. (Revolutions have 
been caused only by wars). But what. 
is most interesting to the historian is 
to note that in studying the working 
class, Marx predicted the exact opposite 
of the truth. 


It is where the workers are least or- 
ganised and least important that Com- 
munist revolutions succeed: it is where 
they are most advanced, best organised. 
and most thoroughly industrialised 
that the Parties meet with humiliat- 
ing disasters. The first Marxist re- 
volution came in Russia, with a ninety 
per cent peasant population; the 
second in China with an even tinier 
proportion of industrial workers. It 
is in Scandinavia, Belgium, Britain and 
the United States that no progress is: 
made. And there, by Marx’s demon- 
stration, the revolution shauld have 
started. 


1950 


FAR EASTERN ECONOMIC REVIEW 


The Situation in Kunming 
(By a Chinese Economist) 


Although the Provincial Governor 
General Lu Hang declared Yunnan to 
be ‘peacefully liberated’ on December 
9th 1949, the Communists did not enter 
the city until March 4th of this year. 
Between the two dates, a. provisional 
military and political committee of nine 
was formed to run the province, the 
members of which consisted of partly 
native communists and partly local 
politicians with Yu as the chairman. 
As both sections seemed to be only 
vaguely acquainted with the procedures 
and policies of the Communist Party, 
little was done in the constructive side. 
On the other hand, lots of people sus- 
pected of KMT leanings were arrested 
and many have’ remained there ever 
since. These included many civil ser- 
vants and university professors, who, 
to the best of my knowledge, despite 
their official status, were devoid of real 
political colours. After the communist 
army entered the city the professors 
were released but many others re- 
mained. 


Administrative Control and 

Indoctrination 

Kunming is different from other big 
towns in two aspects. First, up to the 
present day, groups of robbers and 
guerillas are all over the province with 
the result that the city is completely 
cut off from the outside world. Second, 
the communists had had ample time for 
planning and preparation before they 
actually took over charge of the city. 
Hence the administration is more tho- 
rough and typical of the communist 
rule than any big towns like Shanghai 
or Canton, whose cosmopolitan atmos- 
phere has tampered much with the 
policy of the authorities. 

As soon as the People’s Army came 
in, the first thing was naturally to take 


over concerns under the control of the 
Gevernment. This they invariably did 
with the following steps. First, a Mili- 
tary Representative arrived and made 
a nice address to all the staff. The 
points were: 1) stressing the differ- 
ence between the Communist Party, 
who were all for the people and the 
KMT who were absolutely reactionaries; 
2) tendering great sympathy to the 
staff who were depicted as poor under- 
lings Jong.hard pressed by the reac- 
tionaries; 3) giving full guarantee for 
security of employment to all present 
at the time and pronouncing amnesty 
for all faults committed in the past 
through the machination of the reac- 
tionaries; 4) urging an united front 
among the working class, viz, the speak- 
er and the addressees; 5) emphasizing 
with great force: that henceforth the 
staff themselves were to run the con- 
cern with the Representative there oniy 
to learn things. Such an address 
never failed to make good impression 
on all concerned. 


The second step was to organize the 
staff into small study groups with one 
or two military comrades attached to 
each as a fellow pupil. The studying 
hours usually were two hours, to begin 
with, and gradually extended longer 
and longer until the office hours started 
from 7 a.m. and went on to at least 
7 p.m., often much later than that. 
During this period the military- com- 
rades became extremely busy in getting 
acquainted with the staff and their 
affairs. Particular attention was paid 
to their individual wealth and political 
opinion. 


Pruning Expenditure 


The third step was to take an inven- 
tory of the stock including cash and 
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furniture down to the least item. The 
fourth step was to dig extensively into 
the past including whether the stock 
fell short of its book record, whether 
the book record was correct in itself, 
whether any corruption was commit- 
ted by the staff, so forth and so on. 
The investigation could last for many 
months and great encouragement was 
given to each and all to accuse others, 
appeals being made either to his con- 
science as a master of the people’s re- 
public and/or with vague hints of pos- 
sible future benefits. An _ effective 
system of espionage was formed whe- 
ther the concern was big or small. It 
always worked and great amount of 
information reached the hands of the 
Representative who could then use it 
at liberty. Sometimes the, accused was 
made to refund to the concern his past 
undue incomes, i.e., the rentals of his 
living quarters provided for in accord- 
ance with the past regulations, or the 
extra subsidies paid on the eve of 
liberation with the authority of the 
higher-ups. In more serious cases, the 
accused was made to appear before a 
public meeting and after being severely 
dealt with, was asked to repent verbal- 
ly and in writing “seance tenante.”’” No 
argument was tolerated. Should the 
accused try to put in an argument in 
defence of himself, no doubt greater 
misfortune would await him. Only 
since then have I understood why all 
the accused so voluntarily pleaded 
guilty in those famous purge trials in 
Russia. 

The fifth step was to re-arrange the 
personnel. Ever since the second half 
of last year the communists have paid 
the greatest attention to their budget- 
ary problems. It means, among other 
things, drastic cutting down in the 
personnel employed on the one hand 
and on the other very conceivable 
effort to increase income, like the re- 
fund of the house allowance, mentioned 
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above. The amount is small from the 
state point of view but the thorough- 
ness with which the communists con- 
duct their affairs is admirable. In one 
case at least the personnel was cut 
down by 77%..The superfluous per- 
sonnel was not unemployed. About 
40% was sent to the Revolutionary 
University for training and the rest to 
faraway and sometimes uninhabitable 
countryside to work there... In many 
concerns resignations were not allowed 
but all depended on the will of the 
Representative. Those who were lucky 
to get their resignations accepted sel- 
dom could go away without being made 
to refund very considerably under 
whatever pretext there was. 


The National University of Yunnan 
was in an entirely different category 
from the concerns depicted above, the 
reason being that the students there 
were mostly violently anti-Kuomintang 
and were considered to have material- 
ly contributed to the ‘liberation’ of 
Kunming. | 


_ In the matter of remuneration of the 
staff, the first month brought no change 
but in the second month the staff were 
asked to choose their special represen- 
tatives and the latter were in turn 
convened to.a meeting for the purpose 
of adjusting salaries. Everything was 
done democratically and in the end a 
decision was always reached whereby 
the salaries were cut down drastically. 
The postal employees, for instance, 
were getting about 33% of their old in- 
come not counting other facilities such 
as free education for their children, 
free or at least subsidized medical care 
for their family, and in some cases, free 
housing accommodations, which were 
eancelled wholesale with the incom- 
ing of the people’s party. I may add 
that unless the correct decision was 
arrived at. the conference would in all 
probabilities simply drag on with no 
pay day in sight. The word ‘punctua- 
lity’ has no meaning for the commu- 
nists, as witnessed by the well-known 
fact that their meetings seem to last 
forever. 


Popular Acclamation and After 


The general vublic fared no better 
under the new regime. The Yunnan 
people have always had a strong bias 
against everything foreign to their 
land. They resented the action of 
Chiang Kai-shek in forcing ex-Gover- 
nor Lung Yung to resign at the point 
of pistol, and the resentment consoli- 
dated rather than abated in the course 
of time. Moreover with the KMT suf- 
fering one defeat after another and re- 
treating further and further inland, 
their fear of warfare within the pro- 
vince added to this resentment. When 
Lu Hang about faced on December 9th 
1949, the rejoicing among the people 
was genuine and great. A sound wel- 
come was given to the communists 
when the latter came about three 
months later. Streets were lined three- 
or four-fold deep; banners were on 
prominent display and slogans were 
shouted at the top of voices. 
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However, when the communists 
wanted to have films taken and asked 
them to reproduce the scene another 
month later, the economic depression 
was already too severe for the people’s 
liking and few turned up despite orders 
given by the authorities. People’s pur- 
chasing power vanished as if by magic. 
The rich all hid away their wealth and 
the salaried class with their now much 
lessened income had scarcely enough 
money to buy food. Shops closed down 
as soon as they could get the permis- 
sion to do so; on the day I left Kunming 
not more than 10% still remained open 
in the famous Shao-Tung. Street. The 
price of a bath in the bath-houses, 
usually equivalent to 40 or 50 catties 
of rice, all included, was lowered to 
one catty of rice and yet the number 
of clients was about 5% to 10% of what 
it used to be. The barbers only had a 
slightly better fate. Restaurants were 
empty during meal hours, being only 
frequented by the few high party 
officials, while the tailors had no busi- 
ness at all. , 

-Houses became very cheap and ren- 
tals almost free since vacant rooms 
were quickly occupied by the People’s 
army. In some cases even a congested 
house had to be shared with the sol- 
diers. The reluctance of the tenants 
was of course a part of their deep- 
rooted bourgeois selfishness that had to 
be corrected. Furniture was known to 
have been destroyed by the army peo- 
ple for use as firewood. Great hard- 
ships befell everybody and the pilgrim- 
age to a distant Marxist paradise had 
begun ! 


Organising Industrial Productivity 


Private industries had not flourished 
in recent years and were by now al- 
most non-existent. The old People’s 
Development Company which control- 
led all the major factories in Yunnan 
was taken over and dissolved. Each 
factory was an unit by itself. Manual 
workers were told, as elsewhere, that 
henceforth they were their own mas- 
ters. They were organized and the re- 
presentatives were invited to be on the 
managing committee of the factory. 


Salaries were cut down but the mini- 
mum output per head was fixed at a 
much higher level than before. Many 
stories appeared in the papers of how 
a workman with awakened class con- 
sciousness had made a marvelous show 
and had broken the record for output. 
The figures quoted were usually in- 
credibly high; often an increase of 1000 
or 2000 per cent was claimed. A Stah- 
kanov(?) movement was set in force 
which meant a grand prize was in 
store for anybody who could follow the 
example of Mr. Stahkanov of Rus- 
sia in breaking output records by a 
terrifically high margin. A detailed 
and severe system of supervision was 
installed by which each workman’s 
effort could be easily checked at any 
time of the day. Over-time with no 
pay was a common feature and twelve 
to fourteen working hours per day 
were by no means unheard of. Those 
who did good work were given the title 
‘Heroes of Labour’ and had priority in 
promotion as well as other privileges, 
such as being sent to Peking and re- 
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ceived in audience by Mao Tze Tung. 
Productivity was boosted up but the 
last trace of humanitarianism was gone. 
For the few men like Mr Stahkanov 
who did secure wealth and glory thou- 
sands must necessarily suffer a prema- 
ture death in the long run owing to the 
strenuous way they worked. It was a 
master stroke of slave-labour manipu- 
lations. 

As regards the relations between the 
factories and the workers it was al- 
ways cordial in state-owned | factories 
for the obvious reason that the com- 
munist state was all for, and in fact 
belonged to, the workers and if the 
latter did not. willingly follow the lead 
of the former they were just spoiling 
their own business. Such a foolish 
thing was naturally not tolerated and 
hence all strikes were barred. In pri- 
vate factories the capitalists were less 
happy, but arbitration boards’ were 
later set up to smooth out the differ- 
ences. As any dispute necessarily re- 
sulted in lessened productivity, the 
communists took care that such would 
not happen. 


Assessing Taxes 


On the fiscal side, numerous new 
taxes were introduced, and the rates 
were high. For merchants dealing only 
locally, there were: 1) tax on gross 
revenue, 2) profit tax, 3) turn-over 
taxes on both buyers and sellers, 4) 
tax on stock holding, 5) stamp duty. 


Many a merchant’ complained that 
even for the least-taxed articles the 
rates were five times higher than be- 
fore. This the authorities would not 
admit and took great pains to explain 
as a misconception. As different cur- 
rencies were used and the basis for 
calculation was entirely different, it 
was easy to make out a case and in the 
‘liberated’ area utterances from autho- 
rities were always accepted in the end. 
Moreover the merchants, including 
those whose shops were already closed. 
were asked to pay taxes for the second 
half of 1949 according to the new scale. 
As their books were considered to be 
of doubtful accuracy, the easier prac- 
tice of levying a total sum on each 
branch of commerce was adopted. The 
sum was in turn to be shared by all 
those in the profession through the 
process of ‘democratic public adjust- 
ments.’ 


A meeting was convened and each 
was to state how much share he was 
prepared to pay subject to the approval 
of tne majority. Should he feel unable 
to pay in the way expected, he could 
say so and ask to be investigated. He 
could also name anybody who was in 
the business but who had no license 
and had _ therefore hitherto been 
exempted from ovaying taxes. Then 
the person concerned would be asked 
to contribute according to the scale of 
his business. The process was known 
as ‘squeezing the black members’ and 
was much favoured by the authorities 
who always had one eye on the possi- 
bility of increasing the quota next sea- 
son. In this way the levy was made 
good and another feat of democracy 
was accomplished. 
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Industries of Hongkong Facing Crisis 
By C. K. Chen 


Whether Hongkong is to’ see further 
development as an industrial city or to 
retrovert to the position of an inter- 
national port of transit, will be decided 
in the course of the next few months, 
during which the fate of many local 
industrial enterprises will hang in the 
balance. This belief is held by many 
well-informed economic observers, 
who draw attention to the fact that the 
factories in Hongkong, after enjoying 
a brief period of prosperous growth, 
have now come face to face with a 
severe crisis as the result of a lack of 
operational capital in the absence of 
bankers’ support and a widespread loss 
of overseas markets. 


For more than a year, cheap Japan- 
ese products have been fighting their 
way back to their pre-war markets 
and have given stiff competition to 
manufactures of other origins, particu- 
larly in Malaya, India, the Philippines, 
Indonesia and other Asian countries. 
This threat from the Japanese rivals is 
perhaps the greatest single impediment 
to the successful holding of their ground 
in overseas trade by the manufacturers 
of Hongkong. 


The industrial life of Hongkong is. 


of but very recent origin, many of the 
city’s major manufacturing plants hav- 
ing come into existence during the last 
three years. Before World War II 
there were only few large industries 
in the Colony but during the few years 
after the return of peace, many im- 
portant industrial enterprises were 
established, leading among which are 
the cotton spinning mills, which are 
reputed to represent a total investment 
of some HK$300,000,000. 


Causes of Development 


The sudden spurt of industrial ac- 
tivity in Hongkong in postwar years 
may be traced directly to the disturbed 
political conditions in China. This 
great upheaval on the mainland, to- 
gether with the fear of seizure. oppres- 
sive taxes and labour troubles. has 
driven many industrialists in China to 
seek safer places in which to carry on 
their enterprises, especially after the 
collapse of the National regime in 
China appeared imminent. Hongkong, 
where the political situation is com- 
paratively stable and where the im- 
portation of raw materials is most con- 
venient, coupled with its close proxi- 
mity to the fabulous. Chinese: market, 
became an ideal choice. 


A great many of the large factories 
in Shanghai and other large Chinese 
industrial centres moved to this Col- 
ony, while many others. salvaged 
whatever portion of their investment 
possible and shipped out part of their 
equipment to set up new plants here. 
As a result, it took only a few short 
vears for Hongkong to become a fairly 
important industrial city. 


It has been argued in certain circles 
that Hongkong is far from being a suit- 
able place for the establishment of in- 
dustrial enterprises. The main objec- 


tion is unat the Colony and its environs 
do not, produce any raw materials, 
which have to be imported, usually 
from great distances, This is undoubt- 
edly true, but it is also not to be de- 
nied that Hongkong is free from the 
political disturbances as those which 
have plagued the mainland, and is thus 
in a better position to offer protection 
to the industries. 


Another argument is that Hongkong 
and Kowloon are too crammed for 
space and thus do not offer desirable 
sites for large modern factories. This 
is only true to a certain degree. If 
there is need for it, many more modern 
plants can be erected in these two 
areas without in any way making them 
look more congested than they are now. 


V-ewed from different angles, Hong- 
kong is not too poor a choice for the 
setting up of factories, as has been 
proved by the preference given by the 
many industrialists who have picked 
this Colony to invest their capital. One 
of the real troubles, it should be point- 
ed out, lies in the high labour wages 
which have increased production costs 
and have thus handicapped the locally 
made products in their competition 
with Japanese manufactures and those 
coming from the Chinese’ mainland. 


The outbreak of war in Korea and 


_the resultant mounting world political 


tension, which have given a great im- 
petus to trade in general, have brought 
no new hopes for the future of the 
Hongkong industries, the products of 
which are not among those widely 
sought after by the world countries 
during a time of approaching crisis. 
On the contrary, the uncertain inter- 
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national situation has rather served to 
discourage foreign buyers from making 
commitments in Hongkong for fear of 
a sudden change in the political situa- 
tion. In Hongkong itself, such a pre- 
cautionary attitude has also been evir 
denced. among local import circles since 
hostilities broke out in Korea. 


Spinning and Weaving Industry 


Recent statistics place the total num- 
ber of cotton mills in Hongkong at 16, 
of which only 14 are at present operat- 
ing. These mills are equipped with a 
total of 160,000 spindles, excluding an- 
other 20,000 not in current use. The 
aggregate output of these factories is 
12,000 bales of cotton yarn a month. 
Being at a higher cost, the local yarn 
cannot hold its own in the world mar- 
kets against either the Japanese, 
Shanghai or Indian products. 


The number of weaving mills in 
Hongkong and Kowloon is much great- 
er than that of the spinning mills, 
totalling altogether as many as 600 of 
all sizes. Their combined equipment 
consists of 4,000 electric cotton cloth 
Jooms and 2,000 electric woollen cloth 
looms, not including outmoded wooden 
looms. Owing to the invasion of the 
Southseas markets by large quantities 
of Japanese and Indian printed piece- 
goods, the business of the local textile 
mills has been severely affected, result- 
ing in more than 20 per cent of the 
total number of looms being laid up. 

There have been repeated reports 
lately that some form of aid would be 
forthcoming to the local spinning and 
weaving industry from banking circles. 


Remedial Measures 


Under the current adverse and un- 
certain trade conditions and the threat 
of the outbreak of another world war. 
it is not surprising that banking credit 
in any form will not be easy to pro- 
cure. The industrialists themselves, 
therefore, should delve deep into their 
own resources, either individually or 
collectively, to find means to tide over 
the present crisis. One of the measures 
which they should adopt is the com- 
plete overhaul of their productive 
machinery and their management and 
marketing techniques, with the object 
of eliminating wastage working effi- 
ciency and enlarging the sources of 
demand. The carrying out of an effi- 
ciency programme may result in so 
cutting down production.costs that the 
Colony’s yarns and textiles and knitted 
goods may be qualified to compete suc- 
cessfully with the Japanese wares. 
The fact that local cotton goods are 
‘still able to retain some footing in the 
overseas markets is that they are ofa 
superior quality compared with the 
cheaper yarns and fabrics from Javan. 
If their costs are reduced and their 
qualitv is maintained or further im- 
proved. the local products will have 
little difficulty in gaining an uvper 
hand over their more competent rivals. 

Some observers have pointed out that 
the publicity given to the Colony’s 
varns, piecegoods and knitted products 
is far from convincing. More effort, 
therefore. is called for in this direc- 
tion, so that the buyers in the world 
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Agricultural Report from Taiwan 
By Charles K. H. Chen 


The development of agriculture in 
Taiwan (including Pescadores and other 
subordinate islands) has great bearing 
on the prosperity of its economy. The 
total area of Taiwan is 35,961.2125 
square kilometres, or 1,290,132 hectares 
(level land 55.18% and mountains land 


44.82%). The classification of land on 
the basis of one “chia” equals 0.9699 
hectare is as follows: 
Area in 
Classification of land hectares 
Paday MOM percents une 524,253.23 
Dry lana’ le vies 318,984.63 
Piscicultural pond 10,431.48 
Swamp guieseevne 2,354.23 
SAI NGld aon cme ciate none 7,101.46 
Mineral Resources land ....... 1.29 
ROLest el iraiianteniatelats nieioternion 260,748.04 
Pasture niciee 763.77 
Building site .. 43,324.70 
Prairie 9,308.42 
Miscellaneous 12,990.30 
Land for temple sii. ..cc.s00s 40.14 
Land for ancestral temple ... 637.15 
Land for STrave ..cessacsccaces 11,371.37 
Land for railway administration 966 
Land for park 178, 
Road and 8,201.47 
1,519.86 
POCO MRIMO Tenn URC eee Naoa 203.10 
16,482.05 
458.63 
9,812.29 
1,290,132.14 


The utilized rate of the arable land 
of Taiwan was raised gradually in the 
past five years to 66.90% or nearly the 
same as that of either Denmark or 
Great Britain. The actual area of 
plantation was 808,165.21 hectares in 
1944. 816,016.68 hectares in 1945. 831,- 
950.95 hectares in 1946. 933,951.65 hec- 
tares in 1947 and 863.157.12 hectares in 
1948. This shows that the Taiwan 
Provincial Government has carried into 
effect not only the restoration of the 
level of agricultural area and produc- 
tion to the prewar standard but also the 
establishment of the bases of modern 
cultivation. 


Recently, the agricultural population 
of Taiwan was 602.420 families or 
3.812.712 persons among whom there 
are 35% owner. 26% part-owner and 
39% tenant farmers. 


Rice is counted as the first important 
agricultural product in Taiwan and its 


eS 


markets may be better acquainted with 
the advantages of the goods produced 
here and accord them greater attention 
and consideration than hitherto. 


It is also of the utmost importance 
that ways and means be sought to fur- 
ther stimulate the demand of the 
United Kingdom for all categories of 
cotton goods manufactured in this Col- 
ony. Simultaneously. exports should 
be made to open new markets in the 
sterling area as well as in other coun- 
tries. particularly the Southseas regions 
which have always been the best cus- 
tomers of textile products from China 
and Javan. A wider and more dis- 
tributed demand would be the surest 
way of keeping the Jocal spinning, 
Weaving and knitting mills in business. 


production is 42.483% of the total agri- 
cultural products. The total area of 
rice plantation last year was 717,744.44 
hectares (311,598.02 hectares for first 
crop and 406,146.42 for second crop) 
and the amount of yield based on the 
unhulled rice was 1,068,420,958 Kg. 
(513,880,420 kg. of first crop and 554,- 
540,538 kg. for second crop). 


Area of Average 
plantation Yield yield per 
-hectare- -kg.- ~kg.- 
TOTAL 717,744.44 1,068,420,958 
Ist crop 311,598.02 513,880,420 1,649 
2nd crop 406,146.42 554,540,538 1,365 
PADDY RICE 668,509.10 1,037,647,378 
First crop 296,101.40 504,092,965 1,702 
Second crop 372,407.70 533,544,413 ,433 
PONLAI RICE 306,553.55 505,242,520 
First crop 141,197.11 253,451,273 1,795 
Second crop 165,356.44 251,791,247 1,523 
Non-glutinous 
CHAILAI 
RICE 347.073.69 509,294,606 
First crop 149,441.06 240,840,684 1,612 
Second crop 197,632.63 268,453,922 1,358 
ROUND 
GLUTINOUS 
RICE 9,146.77 14,855,641 
First crop 3,501.69 6,650,143 1,899 
Second crop 5,645.08 8,205,498 1,454 
OVAL 
GLUTINOUS 
RICE 5,735.09 8,254,661 
First crop 1,961.54 3,150,865 1,606 
Second crop 3,773.55 5,103,746 1,353 
LAND RICE 49,235.34 30,773,580 
First crop 15,496.62 9,787,455 632 
Second crop 33,738.72 20,986;125 622 
Non-glutinous 
LAND RICE 48,391.49 30,192,745 
First crop 14,837.39 9,445,909, 637 
Second crop 33,484.30 20,746,843 620 
GLUTINOUS 
LAND RICE 913.85 5R0,R35 
First crop 659.23 41,558 Rik 
Second crop 254.42 239,282 940 


Sweet potato, one of the leading Tai- 
wan common crops and only next 
to rice, is 20.269% of the total agricul- 
tural products. Taiwan. ‘Tainan vre- 
fecture contributed more than 50% of 
its vearly production. The ‘area of 
arcs Nesp ase Net of last year was 
224.246.5 ectares which 
2,002,864,608 kg. vee 


Among the special crops of Taiwan, 
the next to the most important ones 
like sugar cane. tea and peanut is cym- 
bopogon oil which is a leading raw 
material for verfume manufacture. Due 
to the unstable situation of Indonesia, 
the most prosperous production centre 
of cymbopogon oil. the product of Tai- 
wan of this vear will possibly reach to 
R00 tons for the purpose of exportation. 
Tt will be half the amount of cymbopo- 
gon oil required yearly in the world 
market. Sinchu and Taichung are the 
only two vrefectures producing cym- 
bopogon. The area of eymbopogon 
viantation in .1948 of Sinchu was 
2.246.4N hectares and that of Taichung. 
enly 17.90 hectares. The rate of oil 
crushed from Taiwan cymbopogon is 
from 0.011 to 0.029%. 


The following table shows the area 
of plantation. the yield in kg., the 
average yield (in kg.) per hectare and 
the percentage of the total vearly agri- 
cultural production of the various 
special crops of Taiwan: 
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Sugar cane 


Tachia Rush .. 
Triangle rush .. 
Pineapple Biber’ 
Perfume plant . 
St eae ak 


Derris 


Area of Average yield 
plantation Yield per hectare Peroemee 
(hectare) (kgs.) (kgs.) (%) 


85,157.45 3,113,061,622 36,557 6.899 
40,231.38 8,452.154 256 0.838 
4,087.37 3,837,071 939 0.201 
165.00 1,476 _— 0,000 
73,386.85 53,347,691 127 1,286 
5,814.62 2,237,804 385 109 
942.30 847 325 017 
40.15 148,486 3,698 0,001 
10,719.24 97,423,498 9,089 0.299 
1,455.17 161,689 523 0,048 
0.0 30 1,000 _ 
16,600.42 11,366,337 685 0.559 
788. 3,846 334 0.022 
305.47 514,868 1,685 0.016 
223.98 8,1 3,831 0.019 
3. 618 200 0.000 
118.15 117,5 9! 0.030 
2,363.40 23,657,300 10,010 0.556 
3,955.00 2,969,8: 863 0,183 
383.90 824,115 2,167 0,066 


The following table shows the area of 
plantation, the yield in kg., the average 
yield (in kgs.) per hectare and the per- 


centage of the total yearly agricultural 
production of the various common crops 
of Taiwan: 


Area of Average yield 
plantation Yield per hectare Percentage 
= (hectare) (kgs.) (kgs.) (%) 
Barle 2,812.58 1,567,572 557 0,028 
Wheat Bo 8,966.76 6,465,593 731 0.454 
Millet = 6,537.66 4,487,599 686 0.272 
Barn-yard millet ae 272.94 6,880 318 0,001 
Sorghum .. oe 1,985.60 332,414 167 0.006 
Indian corn 4,033.66 7,506,828 1,861 0.185 
Soybean seh, ine 20,362.13 12,439,866 611 0.326 
Other beans 6 14,388.00 10,292,494 715 0.241 
Edible sugar cane 3,860.36 193, ‘911, 158 50,231 5.270 
Regarding the horticultural crop banana and »ineapple are 110,446,668 
of Taiwan, there are two important and 39,224,597 kgs. respectively. They 
. are good for exportation, but the prob- 
products, banana and pineapple. The ’ 


area of banana plantation is 17,899.53 
hectares and that of pineapple, 5,399.79 
hectares. The yearly yields of both 


lems: of transportation of fresh fruit 
and the high cost of the manufacture 
of tinned pineapple will have to be 
solved. 


‘Great 
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COMMERCIAL MARKETS 


Production of Rosin in Kwangtung 


Rosin production is an important in- 
dustry of the rural districts in Kwang- 
tung. The major production centres 
are located in the East River and West 
River areas, where large numbers of 
farmers are engaged in collecting the 
juice of pine trees to make rosin as a 
secondary occupation. It is estimated 
that in the East River region alone, no 
less than 80,000 persons depend on this 
enterprise for the partial maintenance 
of their livelihood. 


There are available no reliable statis- 
tics of the output of rosin in Kwang- 
tung. The production is said to vary 
with the market price—the larger the 
reward offered the greater the produc- 
tion. However, according to inves- 
tigations carried out by the Kwangtung . 
branch of the China Native Products 
Corporation in April this year, the pre- 
sent annual output is about*80,000 sze- 
ma (old) piculs in the East River re- 
gion, and about 20,000 sze-ma piculs in 
the West River area, totalling approxi- 
mately 100,000 sze-ma piculs. Under 
more favourable conditions than those 
prevailing in the last one or two years, 
the output would considerably exceed 
this figure. 


The rosin produced in Kwangtung is 
of a very poor quality and is not suit- 
able for most industrial’ purposes. 
Consequently, better grade products 
have to be imported from America to 
meet the requirements of the Chinese 
factories. Commanding only limited 
demand, one part of the output is ship- 
ped to Hongkong and sold at greatly 
reduced prices, while another part is 
exported to foreign countries, where it 
eae = and then shipped back to 

ina. 


The inferiority of Kwangtung rosin 
is purely a technical problem which 
can be solved if sufficient effort is de- 
voted to it. The farmers, after cutting 
the bark of a pine tree, allow the sap 
to drip to the ground and mix up with 
all kinds of foreign matter. If modern 
methods of collecting and processing 
are introduced, the quality of the pro- 
duct can be brought up to a much 


higher degree of purity than that now 


obtaining. 


The China Native Products Corpora- 
vion in Kwangtung is reported to be 
now focussing much attention on the 
subject and is preparing plans for the 
introduction of scientific methods for 
the manufacture of this valuable indus- 
trial material. This will no doubt take 
time. With the great numbers of fac- 
tories in the Northeastern Provinces, 
North China and East China consuming 


considerable amounts of rosin an- 
nually, this important but backward 
industry of Kwangtung, if given the 


the right amount of attention, will show 
bright promise in the future. 


Rubber Shoe Exports to Great Britain 

Some months ago Mr. E. G. Grim- 
wood, Hongkong’s representative in 
Britain, urged a reduction of 
25% in the price of Hongkong manu- 
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factured rubber shoes imposted into 
the United Kingdom if they were to 
compete with the home made article. 
He stated that this reduction was 
necessary partly because of heavy 
stocks on hand due to the light rain- 
fall this spring, and pointed out the 
advantage the British article possessed 
ever the Hongkong rubber shoe in the 
saving on insurance and freight. He 
furthermore added that the canvas 
used in the British shoe was cheaper 
than that obtainable in the Colony. 
Hongkong manufacturers, however, 
have found it impossible to reduce their 
indent price and it would seem that 
Mr. Grimwood’s fear that the British 
market might be lost, appears to be in 
process of fulfillment, as exports to the 
U.K. registered a steep drop in June. 


Applications for export of locally 
rnade rubber:shoes under Imperial Pre- 
ference certificate during the past six 
months totalled 4,441,665 pairs to the 
value of HK$9,441,967. Of this amount 
3,340,132 pairs to the value of $6,873,132 
were imported by Great Britain; the 
greatest quantity despatched being 
851,586 pairs in January, 892,825 pairs 
in March and 752,956 pairs in April, 
_whereas a serious drop took place in 
June when the U.K. only received 
28,576 pairs. However, this loss was 
to a certain extent offset by an increas- 
ed volume of exports of rubber shoes 
to Australia amounting to 32,781 pairs. 


__ Below are given the figures for local- 
ly manufactured rubber shoes exported 
during the first six months of the 
year: 


January 1950 pairs $ 
United Kingdom 851,586 1,752,647 
Other Countries 100,167 220,316 
TOCA ci. shoattieres 951,753 1,972,990 

February 1950 
United Kingdom 517,083 1,095,836 
Other Countries 90,454 221,307 
Total <i-Siice. 607,537 1,317,143 

March 1950 
United Kingdom 892,925 1,756,123 
Other Countries - 209,137 556,861 
Dota .ccisjers: setae 1,102,062 2,312,984 

April 1950 
United Kingdom 752,945 1,058,260 
Other Countries 319,015 543,781 
Total, padeossae 1,071,961 2,052,041 

May 1950 
United Kingdom 297,016 673,145 
Other Countries 202,535 550,787 
TOtal sh je crc hrs 499,551 1,223,932 

June 1950 
United Kingdom 28,576 87,094 
Australia ...... 32,781 114,141 
British W. Indies 46,132 147,840 
Central America 120 478 
Br. East Africa 3,648 7,857 
Port. East Africa 9,860 21,552 
Egypte es des: 5,520 8,812 
ILA, yet ati teres 460 1,944 
North’ Borneo 14,620 28,797 
MCOVIGN Meiers aerieternic 15,650 19,894 
Bi. Empire Other 47,144 108,566 
Burmavi: oa. os 1,440 4,920 
North Europe 2,850 10,982 
Total: vosmewesicew 208,801 562,871 


\ 
FAR EASTERN ECONOMIC REVIEW 


, 


HONGKONG COMMODITY 
REPORTS 
(HK$ equals 1s. 3d. or US 174% cents; 
1 picul equals 133.3 Ibs.) 


Cotton Piece Goods & Cotton Yarn 


The prices of Cotton Piece Goods 
continued to rise during the week as 
a result of lighter stocks; buyers from 
Thailand and Pakistan were active. 
The demand for Indian piece goods 
continued, owing to a shortage of the 
Shanghai make. Even with the in- 
creases in price that have taken place, 
the local market rates are not yet 
above the indent prices. A substantial 
quantity of Shanghai piece goods 
which arrived did not affect the market 
to any extent, as the bulk of it had 


been sold forward and cost prices were - 


higher. The Japanese indent price has 
also increased for Grey Sheeting and 
White Cloth. A shipment of piece 
goods was received, from Singapore, 
which ‘represented exports from India 
transhipped to Hongkong as the price 
here is higher than in Singapore. News 
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has been received of the prohibition by 
the Shanghai authorities of exports of 
piece goods from that’ city. On the 
other hand restrictions placed by the 
Taiwan authorities upon the import 
into that island of cotton piece goods 
bad a depressing effect upon dealers. 
The market closed firm at the follow- 
ing prices: Grey Sheeting, Butterfly 
& Globe rose to $45 per piece, Flower 
& Bird 36” increased to $46, Mammoth 
Bird fetched $47 and Dragon Head 
rose to $48 per piece; Drills, _Five 
Saints blue rose to $57 per piece, Man- 
darin Ducks to $50 and Wing Tze to 
$43 per piece; Black Cloth, Double 
Golden Tael and Five Saints sold at 
$49 per piece and Yu Tai at $45.50; 
White Cloth, Fountain Hill 1st quality 
fetched $54 per piece, Memorial Pagoda 
sold at $49 and Parachute at $50 per 
piece; Khaki, Wild Bear rose to $80 
and Wild Bear Nos. K22 and K32 to $65 
per piece. 

Buying support from Indonesia and 
Pakistan caused the market in Cotton 
Yarn to remain firm. Indian yarn 
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showed considerable increases in price; 
Shanghai yarn also rose further. The 
increases are attributed to the high 
price of raw cotton, delayed deliveries 
from India, and the difficulty of ob- 
taining regular supplies from Shanghai. 
Locally made yarn of 20 counts was 
in ‘demand by dealers from Pakistan 
and of 10 counts by local towel fac- 
tories: Prices at the close were: 10 
counts, Camel rose to $930 per bale, 
Yacht to $960, Dawn Mills and Gokak 
Mills to $770, Saree - Hanuman and 
Flying Peacock (Indian) to $760, Dou- 
ble Lion to $910 and Golden Peak to 
$950 per bale; 20 counts, Blue Phoenix 
and Pine & Bamboo each showed an 
increase to $1230 per bale, Camel rose 
to $1270 and Flying Fish and Yacht 
to $1280, Red Lee sold for $1140, Red 
Rose for $1280, and Two Swallow for 
$1260, Cocatoo and Gokak Mills in- 
creased to $1000, Royal Textile Mills 
and Coimbatore Mills rose to $1020, 
Lucky Star to $1300 and Golden Peak 
to $1310 per bale; 30 counts, Yacht ‘rose 
to $1440 per bale; 32 counts, Camel 
and Yacht both sold for + $1450 per 
bale; 40 counts, Fairy Peach rose to 
$1600 per bale. 


Metals 


The local Metal market continued 
active with both private and govern- 
ment buyers from the mainland seek- 
ing supplies. It is considered that 
prices will remain firm until the de- 
mand is met. During the week large 
scale purchases of Mild Steel Plates 
were effected by buyers from Canton; 
sizes 4 x 8’ \%” to %” were particu- 
larly in-demand and sold at $43 per 
picul. Galvd. Mild Steel Sheets, Thick, 
showed steady improvement, Japanese 
3 x 7 G24 rising to 57 cents per Ib., 
G26 to 67 cents and G28 to 70 cents; 
European 3 x 8’ G24 also improved to 
57 cents. Prices of the Thin quality 
also showed an advance, Japanese G30 
3’ x 7 rising to $8.10 per piece and 3’ 
x 6 to $6.20, while Belgian 3’ x 7’ 
rose to $8. The USA has, however, 
already imposed restrictions upon ex- 
ports of this commodity and the British 
Govt. is reported to be reviewing the 
uses to which such exports might be 
put, so that the future of this market 
is uncertain. 

‘Since exports of Brass Sheets, Rolled, 
are also prohibited by the USA, the, 
market was weak. The British product 
is considerably higher in price than 
the Japanese, the indent price of the 
former 8 oz. to 14 oz. standing at $220 
per picul as against the Japanese rate 
of $170 for both 14 x 18” and 8” high. 
British 12” 8 oz. stood at $215 per 
picul, 9 oz., 11 oz, and 12 oz. at $200, 
10 oz. at $205 per picul; Japanese 8” 
G5 and G6 were quoted at $230, G8 
at $205 and G9 at $196 per picul. Zinc 
Sheets were offered to buyers from 
Canton at $180 per picul for G6 and 
$190 for G5. 

A large consignment of Mild Steel 
Round Bars of French origin arrived 
during the week but it is not antici- 
pated that prices will be adversely 
affected as the demand for this product 
remains high. Canton buyers were 
again in the market and several trans- 
actions took place, 40’ 5/16,” 1%” 
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standing at $35 per picul, %”, %”, %” 
at $34, 56”, %4” at $31.50 and 1%”, 2”, 
2%” and 3” at $36 per picul all of 
which were improved in price. A few 
transactions were made in Flat -Steel 
Bars at prices ranging from $33 to $34 
per picul, : 

Considerable purchases of Galvanised 
Pipes were: made by North. China 
buyers; over the past month more than 
a million feet have changed hands in 
anticipation of the Chinese Govern- 
ment’s building projects. The buying 
has been sufficiently keen to clear local 
stocks; 4%”, %” and 1” (18 x 22’) rose 
to 57 cents per ft., 34” rose to 62 cents, 
1” to $1.05, 1%” stood at $1.20, 14%” 
at $1.80 and 2” at $2.20, 2%” and 3” 
rose to $3.70, 4” jumped to $6.30 per 
foot, and it is felt. that further im- 
provements will be effected in the near 
future. a 

Tinplates have also come under the 
export ban by the USA. This has 
affected the local market to the extent 
that stockholders were able to increase 
prices, although trading in general was 
poor. British Tinplates 20 x 28” 200 
Ibs. cask in skids rose to $111 per case, 
British Tin Tagger G24 175 pieces to 
$170 per case 112 lbs. Misprint Tin- 
plate white base 1st quality improved 
to $50 per picul. Tinplate Waste, Waste, 
US Steel Export Corpn. with export 
permit, case packing (coke), in all 
specifications jumped to $115 per 200 
Ibs. Bethlehem Steel Corpn. 18” up- 
ward tonnage packing (coke) rose to 
$110 per 200 lbs, Electrolytic Tinplate 
Bat brand (USA) 18 x 24” stood ai 
$100 per 200 lbs., while tonnage pack- 
ing ordinary quality stood at $95 per 
200 Ibs. 


Glass 


Heavy arrivals of Glass from Europe 
caused prices to fall on the local mar- 
ket, notwithstanding heavy purchases 
by local mirror factories. The market 
is at present somewhat overstocked, 
owing to the prohibition placed by the 
Chinese Communists upon imports of 
the European make into China, and to 
large stocks of the Chinese make. 
Chinese 100’ 16 oz. fell to $22 per case, 
French 100’ 16-18 oz. doing likewise; 
Czech 100’ 16-18 oz. dropped, to $21.50, 
although 200’ 24 oz. rose to $68 per 
case; French 300’ 44 oz. best specifica- 
tion fell to $460 per case, large speci- 
fication to $435, middle and small 
specifications to $400 and $310 respec- 
tively; British Plain Safety Glass’ im- 
proved to $6 per ft. 


Paper 


Dealers from Taiwan were in the 
market during the week making large 
purchases of paper; Macao and Indo- 
nesian buyers also were interested. A 
few increases were noted, but on the 
whole prices declined slightly: News- 
print in roll 52 gr. 31 in. fell to 34 
cents per Ib. and 52 gr. 43 in. to 33 
cents, while 38 lbs. dropped to $16.80 
per ream; Newsprint in sheets 50 lbs. 
31 x 34” declined to 18.50 per ream 
and Russian 50 Ibs. 30% x 4234” fell 
to $17.50. ‘French Cellophane Paper 
36 x 39 rose to $78 per ream, while 
the British make of the same specifica- 
tion fell to’ $85 and the Belgian and 


Polish to $76 per ream; British 36 x 39 
coloured declined to $104 ver ream. 
Duplex Board 200 lbs. showed an in- 
crease to $125 per ream, but 240 lbs. 
and 215 lbs. fell respectively to $150 
and $142 per ream. Manifold Paper 
22 x 34 16 lbs., Swedish, white rose 
to $12.80 per ream, whereas 22 x 34 
16 lbs. coloured fell to $13.20 and 16% 
lbs.. blue wrapper dropped to $12.10. 
M.G. Ribbed Kraft 47 Ibs. 35 x 47” 
improved to $25 per lb. Woodfree 
Printing 70 lbs. and 100/110 lbs. rose 
to 60 cents per lb., whereas 38 Ibs., 
42 lbs. and 43-48 lbs. white dropped to 
66 cents, 60-62 lbs. fell to 57 cents and 
2 Ibs. white declined to 58 cents per 


Rubber 


Singapore Rubber prices showed a 
steady advance during the week but 
the local market was uncertain due to 
the fact that although North China 
traders had transacted some 800 tons 
for August delivery, it was not clear 
that shipment could be made. Direct 
export to North China from Singapore 
has already been’ stopped since the 
outbreak of the Korean war so that 
future purchases will have to be made 
through Hongkong. The Canton..de- 
mand also. slackened and with the 
arrival of a shipment of Rubber Sheets 
prices showed a slight tendency to fall, 
but at the close of the week they were; 
No. 1 $310 per picul, No. 2 $305, No. 3 
$300 and No. 4 $295 per picul. Sole 
Crepe Rubber also increased in price, 
Java origin being offered at $420 per 
picul, while Singapore No. 2 increased 
to $340 and No. 3 to $300. 


Rubber Tyres 


In anticipation of a ban being placed 
on the export of 34 x 7 tyres by the 
U.S. authorities the local market was 
brisk during the earlier part of the 
week; but the expected ban was en- 
forced on Good Year tyres towards the 
end of the week, not only on 34 x 7 
but also 32 x 6. Supplies for local use 
were. however, not affected. nor are 
any restrictions placed on the export 
of tyres for cars. In the meantime 
stocks are low due to heavy buying for 
the mainland, particularly specification 
34 x 7 some 3,000 sets of which were 
sold before the prohibition was im- 
posed. It will be difficult to fill further 
requirements as British and Indian 
tyres are only being supplied under 
allocation. Prices were: Michelin 
(Italy) 34 x 7 “Y.” rose to $303 but 
the 32 x 6 “Y.” fell to $220; Good Year 
(England) 34 x 7 improved to $277.20 
and Dunlop (England) of the same 
specification rose to $265; India (Bri- 
tish) was quoted at $255 per set. 


Vegetable Oils, Ores & Other China 
Products 


Keen buying demands, especially 
from the USA, led to an increase in 
the price of Tungoil (Woodoi!) which 
at the close stood at $175 per picul, 
with the expectation of a further im- 
provement; the US buying offer rose 
to US 24 cents per lb c. & f., and the 
European offer to £200 per ton. 
Teaseed Oil 4% acid was dull, with 
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few buyers; the price fell to $139 per 
picul. increase in the floor price 
of Aniseed Oil 15% in Canton caused 
a rise in the selling quotation on the 
local market to $835 per picul. Cassia 
Oil 85% improved to $1700 per picul. 
Tunghing Copra Ol! in drums was sold 
at $130 per picul. Cottonseed Oil rose 
to $105 per picul. Linseed Oil fell to 
$108 per picul. Rapeseed Oi! for a 
change saw an increase to $96 per 
picul. 

In an effort to prevent smuggling, 
the Chinese Communist authorities 
have increased the prices offered for 
the collection of Tin Regulus and Wol- 
fram Ore to the level of the Hongkong 
market price. In addition to the pro- 
hibition on the export of these two 
minerals the exports of Antimony and 
Kwangsi Copper Ingots are also re- 
stricted, causing a shortage on the local 
market. Presumably these controls are 
imposed to enable the Chinese Com- 
munists to fill their commitments to 
the USSR. The USA and Japan were 
heavily in the market for Tungsten 
(Wolfram) Ore 65% and exporters 
were looking for spot _ supplies 
which, however, were not avail- 
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able in sufficient quantities for any 
large transactions to take place, es- 
pecially as the selling price which rose 
to $435 per picul was considered too 
high against the comparatively low 
price offered by US buyers. Tin Regulus 
99% was also in demand by US and 
Japanese exporters and the price im- 
proved to $700 per picul, a drop in 
price in London caused a fall towards 
the end of the week to $690 per picul. 
Chinese Tin, Yunnan 99% rose to $705 
and Kwangsi 99% to $700 per picul, 
both closing at $690 with few trans- 
actions. Tin for soldering 50% was 
offered at $350 per picul and 42% at 
$256 per picul; whereas the former 
closed at $315, the 42% rose to $263 
per picul. Antimony 99% was in de- 
mand by Indian buyers, but very little 
business was done, the price of $180 
per picul at which it was offered being 
considered too high; at the close the 
price stood at $175 per picul. Local 
exporters were obliged to turn down 
offers from the US and Japan for 
Kwangsi Copper tngots owing to lack 
of supplies. The price rose to $132 
per picul on small transactions, but 
closed at $125. 


August 3 


US prices for Cassia Lignea having 
fallen those on the local market follow- 
ed suit, the 84 catty packing (West 
River) 1st quality declining to $65 per 
picul’ and the 60 catty packing Ist 
quality falling to $67 while the 2nd 
qual. was offered at $65 per picul. 
Tunghing Cassia, unscraped, fell to $78 
per picul and Cassia in bulk to $61. 
The only exception on this falling mar- 
ket was Tunghing Cassia, scraped, 
which rose in price to $93 per picul. 


After some brisk trading interest in 
Aniseed Star declined, offers from the 
US having to be turned down owing to 
difficulty in complying with require- 
ments as to quality; prices at the close 
were: Haiphong Ist quality $85 per 
picul, Nanning ist qual. $88 and 2nd 
qual. $63, Tunghing $85 per picul. With 
the arrival of supplies from the main- 
land, the price of Gallnuts fell, Chung- 
king 2nd qual. declining to $125 as well 
as the Luichow product; Korean Gall- 
nuts were offered at $115 per picul. 
Ramie was dull and prices showed a 
falling tendency: the Szechuan fibre 
was offered at $140 per picul and the 
West River product at $135 per picul. 
With the withdrawal of Indian buyers 
after satisfaction of their requirements, 
the price of Rosin fell to $32 per picul. 
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HONGKONG IMPORTS & EXPORTS OF SELECTED COMMODITIES 


FOR THE MONTH OF JUNE, 1950. 


WOLFRAM 
Imports Exports 
Countries Quantity Value Quantity Value 
Piculs $ Piculs $ 
United Kingdom ... —_ — 750 223,525 
Germany “0% od-oa. — — 96 28,912 
Mee cm As anerte, arecena 6 —_ —_ 230 30,600 
Tota lay ae ee = = 1,076 283,037 
ANTIMONY 
Korea, South ...... — — 165 24,255 
Total veces... <hes _ —_ 165 24,255 


China, Middle ..... — _ 70 40,945 
Se Aided sie 85 _ — 503 283,400 
Total brcchintieqevk _ — 573 324,345 
TIN INGOTS, not elsewhere stated 
United Kingdom ... 24 14,465 _ — 
Malaya on... 08s ss 101 57,900 — _ 
Totals iste cto ote 125 72,365 — _— 
TINNED PLATES (tinned sheets) 
United Kingdom ... 3,294 282,385 — —_ 
China, North ...... —- — 6,783 452,570 
iS Middle ..... _ — 138 17,250 
s South ....... — 1 1 160 
MacaG ences. ssn — — 78 9,885 
LOR, toh Oh cee ore 18,936 542,803 — = 
Total myairiverstseiaee 22,230 825,188 7,000 479,865 
ANISEED OIL 
United Kingdom ... —_ — 334 214,382 
Australia)... isi —_— — 21 14,566 
ESSGAR Peso 6 Bia ca'a w cies. 0. 019 _— — 74 1,420 
China, South ...... 185 121,800 —_— — 
Denmark ...... st —- — 12 8,190 
France) iss ccie's s.erepers — — 16 10,553 
French Indochina 17 46,500 50 35,220 
MAOUANG %neteteies's 0 075. — — 1 20,160 
IM SCRON ii oie ssiceiscsts 10 4,560 — — 
WS pA. aitarct «siskorere — — 20,530 
SP OLGE 1 cisions versace 282 172,860 498 325,021 
CASSIA OIL 
China, South... =) 16 20.000 — —_ 
MACHO ee ores siec sie sis 49 65,720 -- — 
IS Am ceidte scee = — 65 95,983 
Totaliecr serie caters 65 85,720 65 95,983 
COCO-NUT (copra) OIL, REFINED 
Malay a meer Gre storie 4,296 492,740 — == 
North Borneo ...... 66 7,599 — — 
China, North | 2.0.5. — — 10,221 302,838 
Middle ..... — —_ 725 83,763 
Ree South “ses. Sz as 718 72,040 
BACHO S.Ct. cant Zs a 285 29,154 
PPOUAN ics eieloien rer 4,362 500,330 11,949 487,795 
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TEA SEED OIL 
Imports Exports 
Countries Quantity Value Quantity Value 
Piculs $ Piculs $ 
United Kingdom ... _ —_ 39,571 5,755,200 
Malaya aniinctae oor — — 5 3100 
China, North ....... 210 27,300 — _ 
rS SOUCH ase. 35,528 4,976,259 — — 
Macaouneecnen:..o8 396 58,976 — — 
Total Seetesin« sot 36,134 5,062,535 39,576 5,756,300 
a 
LINSEED OIL 
United Kingdom ... 24 2,037 — _— 
Indian Wesssie tals «ee 196 30,900 — _ 
Ching, North’... ..02 3,360 216,000 — a 
Macao sce enn. ae — ~ 13 2,205 
Total. < Sacteic srs 3,580 248,937 13 2,205 
GROUNDNUT (peanut) OIL 
Malayal Wats ste cers. acs 90 9,000 1,034 119,697 
British Common- 

wealth, Other .... — — 6 1,272 
Belgium es. ace, — — 3,360 412,800 
China, North’. >...... 34,931 4,659,404 — —_— 

vA Middle ..... 68 10,516 1,740 104,145 

a Souths. cn 3,353 372,006 6 900 
Holland. ein. a 3 —_— — 10,079 1,212,676 
Macao. eheides cers 17 2,740 931 115,043 
United States of 

Indonesia... 3. .0 30 3,750 — — 
Naan: save.scvecrdangts 3,326 475,973 — — 

Total vanes. ae 41,815 5,533,389 17,156 1,966,533 
SESAMUM OIL 
Australia Gyeesscs..0s — —_— 2 486 
Canada P.keics. os 6.s soe — — 12 2.516 
Malaya. saiieeck.0< ons — —_ 138 27.467 
New Zealand ...... _ —_— 2 108 
China, North ....... 351 60,740 — — 

3 South <...., 5,055 890,427 — — 
Denmark 255.0 > ne — — 5,040 554,400 
JADEN ce aiec terete — — 3 480 
Macao, Bi fics s% ac —_— — 4 RNQ 
South America...... — — 2 326 
USO At Sees mac — — 18 4,004 

Total®. «ss aa 5,406 951,167 5,221 590,589 


SOYA BEAN OIL 
Nil 
OTHER OILS FROM SEEDS, NUTS AND KERNELS 


United Kingdom ... — a 336 47,040 
China, South .,..... 3,686 367,114 10 1,350 
Eye “Acs aco cree — — 28 5,156 
Macadt iin cmomceriin ors —_ — 9 920 
United. States of 
Indonesia ........ 168 22,400 — —_ 
Philippines ......... 59 8,254 — —_— 
Weg S8 AC ieee ayes oreo sus 112 10,380 — — 
Pakistan. ccc cicieae — — 672 76,000 
TOtas geese cers 4,025 408,148 1,055 130,466 
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FINANCIAL REPORTS 


HONGKONG FREE MARKET 


Review for the week July 17-22:— 


GOLD:—Rates of last week, highest 
& lowest, for .945 fine gold, per tael, 
$32844—303%, equiy. to .99 fine. tael 
and oz $344.14—317.95, and $286—264.23 
Fospactivehy Cross rates US$44% 
high, 42% low. 

Macao and Canton .99 fine tael prices 
$320144—302% and $320—303. Local 
prices were 7% above Canton and 
Macao quotations (in the latter two 
cities transactions, mostly fictitious, 
were very large and prices were mov- 
ing in unison). 

Forward contracts here totaled 387,- 
000 taels (.945 fine), a daily average of 
64,500 taels; this amount was unusually 
heavy but the price movements during 
iast few weeks have caught the fancy 
of many non-professional speculators 
and now even the ‘small man’ has, once 
again, been induced to venture his 
money in the gold market where, with 
some margin money, relatively large 
‘bets’ can be taken. As always, there 
are winners and losers, and it is usual 
that stories of the winners induce the 
financially unwary to try their luck. 

The total turnover in the forward 
market last week involved a book 
amount of around $125 million. The 
daily position left open amounted to 
218,000 taels, on the average; oversold 
were importers, interest hedgers and 


some unaffiliated speculators; over- 
bought were all the Shanghai operators, 
the Canton, Swatow and local cliques. 
The heavy overbought position may in 
due course lead to a slump which is 
so much more reasonable to expect as 
Macao imports may soon be simple to 
effect (at present there is a bottleneck, 
caused by increased HK Revenue offi- 
cers’ vigilance, some seizures and dis- 
couraged transport rackets, possibly 
exaggerated in order to extract higher 
fees for Macao-Hongkong transport). 


Another consideration pointing to- 
wards easier prices is the slowly gain- 
ing opinion that a third ‘world war is 
still far off; every indication of the 
Korean war being nothing but an over- 
ture to the US-USSR tussle for world 
‘power, for the determination of the 
question whose century it is, causes a 
la hausse reaction; and vice versa every 
report suggestive of a rapprochement 
and a postponement of the great war 
is evaluated as a bearish factor. The 
local bulls and bears, excitedly but 
happily playing on the reports of world 
developments as they come in and are 
subsequently interpreted for what they 
are worth, make and lose money with 
nothing but fear in their hearts that the 
present unrest may soon come to an 
end. It must be borne in mind that 
the local bullish sentiment is wholly 
artificial though some actual invest- 
ment buying has taken place; the high 


price here is engineered by the various 
large and resourceful cliques who try 
to create, for the promotion of their 
ends, panic and nervousness. 

Cash (spot) bars sold to the amount 
of 65,000 taels of which 42,530 were 
officially listed. Of the total quantity 
55,000 taels changed hands among in- 
terest hedging forward operators, 5000 
taels were taken up by the ornamental 
trade, and 3000 taels were exported 
(2000 to Bangkok, 1000 to Singapore). 
The cash turnover was also unusually 
heavy involving an amount of about 
$21 million. 

The forward sellers of gold — those 
who buy actual gold and sell it daily 
forward for the purpose of earning the 
daily change-over interest — have 
heavily added to their position, and 
they feel, as a group, confident that 
future change-over interest will remain 
high. Last week’s total interest (for 
7 days) was $1.63 per tael or a yield 
of about 24% p.a. Whenever the rate 
of interest, which is daily fixed by the 
Gold Exchange Committee, rises new 
appetite among ffinanciers and even 
ordinary merchants is shown; as idle 
funds here are enormous and invest- 
ment in trade, stocks & shares, real 
estate etc. is not favored, the gold 
market presents itself to such funds as 
a most alluring chance for ‘earning’ 
worth-while interest on money on a 
short-term basis. 


WOOD OIL IN DRUMS BRISTLES 
Imports Exports Imports Exports 
Countries Quantity Value Quantity Value Countries Quantity Value Quantity Value 
Piculs $ Piculs $ Piculs $ Piculs $ 
United Kingdom = = 2,537 409,416 United Kingdom = a 246. 
Australia .......... Bes <= 2,788 452,681 Australia .......... - ae 28 112088 
Canada ............ ae = 732 Seqii04) Belgium gen-.50 5 0nc pe = 100 30,000 
Wolaya ot ee = = 34 7,626 China, Middle ...... sie = 3 3,000 
New Zealand ...... = a 185 29,551 a” Southecconcns 429 465,000 — say 
North Borneo ...... — — 26 4,636 Denniark 2... cee — — 2 5,000 
British Common- TAM’ iter ee a 50 31.900 
wealth, Other ....  — = 168 26,880 Japan a ptosis os ay 54 54.760 
China, North ....... 5,598 851,979 — —_— Korea, South ...... 17 10,300 — ee 
eis South asc oe 29,507 4,448,529 — oe Thailand ......:.-.. 2 400 4 2,250 
Denmark .......... == 1,102°- SU7SI051- "U.S; (Abs gone = ae 2,588 8,249,402 
Germany ee a = = 1,445 219,136 Mod 
Olland 2M ecc. cen Ses = 1,932 308,008 Totalae seni 448 4 
italy en ten = 504 60,220 Mehra UTR oa 2: 
Macao sae ae 346 51,434 6 976 
OLWay.. ste meee — —_— 2,122 327,360 CRUDE RU 
ee BBER and RUBBER SUBSTITUTES 
Indonesia ........ = a 168 28,220 (gutta-percha, balata, etc.) 
IPOrtugal aa ictcarsien sors — — 34 5,544 
Thailand ........... = ae 60 7,182 Imports Exports 
Swed hes hc aa = 2,394 375,552 Countries Quantity Value Quantity Value 
Plmbancintein.. telat ge. ciese — —— 38 5,700 Piculs $ Piculs $ 
otal. ss exalt 35,451 5,351,942 16 Malaya :........... 32,558 6,141,750 9 — — 
ey eee Eee, arty Bomecie ,, 11676 258587 sa 
China, North ....... — —_— 11,377 2,059.762 
aa South. See ane = 3,377 530.275 
WOOD OIL IN BULK Korea. South, jeans — — 1,076 168,000 
United Kingdom = = 20,48@ gue pes Sealed. States of 
Holland oe = bE 907 160°800 ai ansrehO SNS 3,600 456,447 oN 20 
eS: Auge 32. ot = — 40,883 6,325,284 korea Nowth ve = 8 1.938 
325,284 = Korea, North ...... =, = 1,629 155,200 
oT Otalinsess cess sarees — — 62,224 9,382,072 Tata eee 


TT RES ae ER 
i: 37,834 6,856,784 17,469 2,915,175 
Paar = 
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The difference paid for .99 fine over 
945 fine bars increased reflecting 
strong demand for .99 fine gold. Indeed, 
the .945 fine variety is generally looked 
upon with suspicion; not only because 
of frequent ‘cheating; the fineness 
eventually turning cut to be less than 
stipulated, but also as a result of this 
peculiar fineness being unknown any- 
where in the Far East. Hongkong 
Govt only adopted it to return gold 
trading to its old channels after it had 
announced, upon the illtimed and un- 
realistic promptings of the International 
Monetary Fund, a ban on gold bullion 
trading and possession, with bullion 
later defined as containing more than 
95% gold. It is high time that we 
eancel this odd piece of legislation and 
look reality in the face—that is to say, 
have open transactions in .99 fine gold, 
just as is the custom in China, Macao, 
and elsewhere in the Far East. 

Differences paid ranged from $15 to 
15.20 per tael, for locally certified bars; 
and from $12 to 12.80 for Macao Ex- 
change certification, these bars being 
required for export only. * 

Imports totaled only 12,000 taels, a 
small figure considering the constant 
arrival of gold in Macao. But this 
small import also explains the premium 
paid here over Macao and Canton 
prices. Whether the transport ‘bottle- 
neck’ can be solved soon remains to 
be watched—by the market and by the 
Revenue officers and their own ‘secret 
service.’ It might appear absurd, 
especially to overseas observers, that 
Hongkong Govt. maintains such a close 
watch over gold imports, and exports 
as well, while trading in ‘commercial 
or industrial gold’ is permitted. All 
well-meant suggestions by the trade, 
which emphasised the benefit to the 
community resulting from imposing on 
gold contracts a stamp duty, have met 
‘with no understanding by the Financial 
Secretary of Govt, and if he under- 
stood he did not see his way to recom- 
mend to London, where decisions about 
such matters as gold trading in Hong- 
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kong are made, to relax the control 
over gold movements in and out of the 
Colony. Trade is usually not incon- 
venienced by the control but at times 
‘bottlenecks’ are to be encountered. 
The beneficiary of the stubborn refusal 
of Hongkong Govt to liberalise its 
policy regarding gold trade has been 
Macao—its govt and certain individuals, 
and, by way of increased revenue from 
gold import duty, the population of 
Macao. The blame for Hongkong’s re- 
fusal should however be placed where 
it. properly belongs: London. 

Last week’s imports, airlifted into 
Macao by flying boats, aggregated over 
33,000 ozs troy. Licences issued by 
Macao Govt so far amount to 350,000 
ozs, less than half of which have al- 
ready been delivered... Most licences 
are issued, as was also the case in pre- 
vious years, in the name of one native 
bank in Macao; importers and their 
brokers obtain indirectly licences, either 
a full licence covering 50,000 ozs or 
portions of it, split down to 3000 ozs. 
The current cif Macao price, incl. govt 
duty, is US$41 at which level still some 
profit can be made. 

American brokers offer gold around 
US$38 fob port in Europe and South 
America but last week witnessed a drop 
in prices in free European gold markets 
(as opinion gained ground that the war 
in Korea, after all, will not herald the 
great carnage of all of us). Hongkong 
was sitting up and our haussiers no 
longer strutted around with the dignity 
of a nouveau riche. The highest price 
of this year was reached ($3284%) but 
now the descent seems inevitable. 


Highest & lowest gold (.945 fine tael) 
and TT New York rates:— 


Gold US$ 
July high low high low 
Dlissseuteraters $313% 305%4 626% 622 
1Siecctetatls: < 308% 303% 623%, 621 
19ers tie 316 3063%4 628% 625 
20). axe: 328% 314 643 631 
DA seaeswrotons: auc 328 312 637 630 
Die. sracteveks 318% 309% 630 625 
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SILVER:—Prices per .99 fine  tael 
$4.63—4.65, equiv. to US$0.58—61 per 
fine oz, fob Hongkong, per dollar coin 
pia et per five 20 cts. coins $2.26 


Though gold and US$ were ‘in the 
pink,’ silver rates did not show any 
reaction and business was as slack as 
usual. Deals concluded amounted to 
67,000 taels (mostly in Chinese dollar 
coins). Exporters were not interested 
to buy, speculators practically absent 
and hoarders can’t be bothered with 
this clumsy metal. 

Silver trade in June 1950:—total im- 
ports 1,387,786 ozs, valued at $4,452,321 
(the average price per oz coming to 


$3.21); arriving from Central China 
29,500 ozs, $118,000 (in bars), from 
South .China 1,102,095 ozs, valued 


$3,358,101 (in coins), from Macao 216,- 
824 ozs, valued $851,360 (in bars), and 
39,367 ozs, valued $124,860 (in coins). 
Total exports in June were 912,443 ozs 
valued at $3,584,094 (average price per 
oz coming to $3.93), shipped all to the 
U.K, viz. 358,640 ozs in bars, valued 
$1,440,900 and 553,803 ozs in coins 
valued $2,143,194. 


US$:—Highest & lowest rates, for US 
notes HK$63814—616, for drafts 638% 
—618%4, for TT 643—621, equiv. to 
crosses of US$2.488—2.576. (US$15.55— 
16.10 per HK$100 for TT). 


Business done: US$2,450,000 (of 
which 1,420,000 in TT, rest in drafts 
and notes). 

Buyers 
dence and speculative orders 
ed a strongly bullish note into the 
market. Overseas, crossrates were 
considerably higher and arbitrageurs 
may have cashed in on this anomaly. 
Of all the major exchange markets in 
the world, Hongkong quoted the US$ 
by far the highest, a situation soon to 
be rectified if heavier US$ funds are 
brought into the Colony by courtesy of 
the arbitrage. 


were everywhere in evi- 
inject- 
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Big buyers last week were gold im- 
porters who either have to pay for 
bullion already discharged in Macao or 
to make preparations to pay for arrivals 
reported for the current week. The 
quantity of gold licensed for import 
into Macao values, at cif Saigon prices, 
around US$14 million which figure is 
quite formidable for local conditions. 
Now there are limited idle funds in US$ 
available in Hongkong and at short 
notice it is difficult to acquire here a 
few millions of US money. Time was 
when the rich Kuomintang refugees 
stayed here but now these people have 
managed, by hook or by crook, to get 
into the US and—we have it from a 
trustworthy source—grace New York 
with their presence, all complete with 
cooks, amahs and concubines. 


Other buyers were the agents pf the 
Chinese Govt and regular importers; 
higher prices for a number of commo- 
dities in the States caused anxious mer- 
chants to rush orders thus requiring 
US$ funds in growing volume. As 
commercial banks here are reluctant 
to overextend credit facilities and often 
demand high deposits or even the pay- 
ing up of the full amount, importers 
have these days to provide much more 
finance than last year. 


Hongkong rates are also strongly in- 
fluenced by black market conditions in 
Shanghai; as rates there advance and 
there is demand for US notes, Hong- 
kong supplies, thus further boosting the 
price. Shanghai having lost due to the 
KMT blockade direct contact with the 
outside world, Hongkong remains the 
only link and as it is with commercial 
cargo so it is with US$. 


Drafts are not always easily salable; 
apart from the fact that private che- 
ques may not be trusted by native 
banks (the principal buyers) except if 
the seller is well known by the bank, 
bank orders and bank manager’s che- 
ques have sometimes turned out to be 
forgeries. Practically all drafts sold 
here are sent by native banks to US 
where they are deposited into their 
accounts for eventual sale, as TT, to 
iocal importers. 


BANK NOTES & DRAFT BUSI- 
NESS:— Rates of last week, per one 
currency unit: London $15.60 — 15.75 
(slightly lower than New York, the 
local equivalent coming to US$ 2.44 — 
2.51); Australia 11.95 — 12.35, Canada 
5.43 — 5.50, India 1.0334 — 1.05%, 
Burma .76% — .78, Ceylon .95, Malaya 
1.71% — 1.73%, Philippines 2.20 — 
2.27; per 100 currency units: Indochina 
11.90 — 12, Indonesia, old Nica guilders 
2%, Thailand 27.30 — 27.50 (small 
notes 26%). 
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Pakistan rupee is hardly available in 
larger amounts, the rate being now 
around $1.24, that is 28% lower than 
the official rate (authorised banks’ 
buying $1.718, selling 1.739). 


The Indian rupee, on the other hand, 
is arriving here in large amounts as 
Indians have to pay for gold imports 
(from Macao) and also for a variety of 
goods for which the Indian Exchange 
Control does not provide exchange and 
thus merchants have to get those goods 
into India by ‘devious routes’; payment 
however has to be made here and there- 
fore the plethora of Indian rupees in the 
market (they quote 12—14% lower than 
official rate of $1.20). Some buyers of 
Indian rupees speculate on an upvalua- 
tion of it, holding that Pakistan and 
India eventually would have to agree 
on the same exchange value of their 
rupees and that it might appear logical 
to assume that Pakistan may devalue 
to some degree with India appreciating 
her currency — thus both countries 
meeting halfway. (The Indian rupee 
quotes officially 1/5-15/16 to 1/6-1/16; 
Pakistan rupee at 2/1-27/32 — 2/1- 
15/16). 


The Ceylon rupee is arriving here by 
small traders and in small amounts; 
it quotes about 20% below the official 
rate and is thus an attractive proposi- 
tion for people going to Colombo. 


Rupees from Burma are more amply 
provided as some purchases, incl. gold, 
are made by Burmese (or rather over- 
seas Chinese and Indians in that coun- 
try) with payment often arranged in 
their own currency. In the free mar- 
ket it quotes about 35% below the offi- 
cial rate. 


In recent months there has been a 
plethora of Philippine pesos in the 
market which was caused by the con- 
trol imposed in Manila over all ex- 
change transactions since last Decem- 
ber. On the Manila black market the 
peso has depreciated against all cur- 
rencies and now is fairly stable around 
2.80 pesos per US$1. The same cross- 
rate is quoted in Hongkong where peso 
notes are offered, being brought here by 
traders (mostly overseas Chinese in the 
Philippines) both for paying of com- 
modities which cannot be openly car- 
ried into the Republic and also for the 
purpose of converting this money here 
into TT New York. Some capital flight 
continues in Manila and Hongkong 
serves, in a small way, as a bridge be- 
tween Manila and New York. The 
peso depreciation, in terms of US$, 
amounts here to 30%. On occasions 
when the Manila black market cannot 
accommodate adequately the demand 
for TT New York or for transfers to 
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sterling area currencies, Hongkong is 
Lemg well used, and then peso notes. 
and funds in Manila are offered in a big 
way. 


(Official maximum selling rates, at. 
present quoted in Hongkong by autho- 
rised banks, for sight drafts on India 
$1.2057272, on Burma same, on Ceylon 
same, on Pakistan $1.7391304, on 
Malaya $1.8845699, on Manila $2.86739). 


CHINESE FINANCIAL MARKETS:— 


The official exchange rates as an- 
nounced by the Bank of China (as the 
foreign exchange agent of the People’s 
Bank of China) were again lowered 
and draft rates are as from July 26 
as follows (in PB$ per one foreign 
currency unit):— 


New York 35,000, London 91,440, 
Hongkong 5690, Australia 73,580, India 
6830, Pakistan 9790, Singapore 10,070, 
Canada 30,330, Thailand 1560, Philip- 
pines 12,350, Zurich 7510. New cross- 
rates: sterling/US$2.61, Hongkong/New 
York HK$6.16. Rates on Moscow and 
other countries in the ‘rouble area’ re- 
mained unchanged. The buying rate 
for bank notes was also revised by 
lowering them to PB$5580 for Hong- 
kong and 33,250 for US notes. 


Black market activities in Shanghai 
have somewhat subsided though they 
never amounted to much in spite of 
the feeling of anxiety resulting from 
war developments in Korea. The au- 
thorities while maintaining silence in 
the face of a revived black market 
have nevertheless instituted new 
searches as it is held that all-too-un- 
concerned trading in US notes cannot be 
tolerated. Rates have come down and 
are now PB$45,000 to 48,000 per US$, 
some 30—35% above the lowered offi- 
cial DD New York rate. In case of a 
peaceful settlement of the Korean war 
and the avoidance of a world war — 
now being regarded in Shanghai as 
very likely prospects after previous 
alarmist opinion — the black market. 
may again turn to a dormant. state. 
Meanwhile it is patronised by a small 
number of persons as very few these 
Gays possess any spare cash and even 
fewer earn more than they have to. 
spend for their livelihood expenses.. 
Supply of US notes has arrived from. 
Hongkong as the Shanghai operators. 
are almost down ‘to their last cent; this 
being a consequence of the departure 
of many Chinese and foreigners who 
either transferred their US$ to Hong- 
kong and New York or carried bank 
notes with them. A large percentage 
of the US notes previously held and. 


HONGKONG’S SILVER TRADE IN JUNE 1950 
Silver (bars or ingots) 


Silva Coins 


7 ° _ Imports Exports Imports Exports 
Countries Quantity Value Quantity Value Countries Quantity Value Quantity Value- 
Ounces Ounces Ounces Ounces 
United Kingdom ...... — — 358,640 1,440,900 United Kingdom — — 553,803 2,143,194. 
China, Middle) 2.00.0. 29,500 118,000 a — China, South ... 1,102,095 3,358,101 _ _ 
INERCAO No tacuarterenie se cieniece 216,824 851,360 _— _— Macao 39,367 124,860 —_ _ 
Otay mae eer wcers 246,324 969,360 358,640 1,440,900 Totals \an vader. 1,141,462 3,482,961 553,803 2,143,194 


1950 


traded in Shanghai has come to Hong- 
kong where, however, holders after 
some hibernation here went further 
afield, mostly to the US and Latin Am- 
erican repuklics. 

The Hongkong free market has not, 
as far as notes of the People’s Bank 
are concerned, followed the higher 
trend of the Shanghai black market. 
Bank note business was transacted last 
week at HK$1.74—1.76% per PB$ 
10,000 (i. PB$5660—5740 per HK$1 
which compares with the official rates 
in China of 5580 for notes and 5690 for 
DD). However there have been changes 
in the rate for remittances, both TT 
and DD, to China with quotations last 
week ranging from PB$6250—6800, 


which amounts to a depreciation of the . 


PB$ by 10 to 20%. Business done in 
DD and (very little) TT aggregated 
only PB$300 million while bank note 
busines done at rates as above totaled 
HK$65,000. Now as before, most re- 
mittances to China still use the official 
channels. 

The lowering of foreign exchange 
rates by the Bank of China has been 
anticipated for some time. Cost of 
living in China, in terms of foreign 
currencies, is extremely cheap and tak- 
ing food, rent and clothing only as basis 
for comparison, life in China today, 
especially in North China, is costing a 
fraction of the amount required for 
living in Hongkong or New York. In 
North China cities a foreigner living in 
a hotel and eating the best food avail- 
able will be able to spend at most HK$ 
120 per one month (equivalent to about 
US$20). Chinese exports have, to judge 
from statistics published both in China 
and here, further risen over imports 
with the resultant increase in the coun- 
try’s favorable balance of trade. Mean- 
while the conviction has gained ground 
that the policy of deflation of the PB$ 
has been a success and that there is 
no reason to expect in the future any 
rise in living costs. Under such con- 
ditions it is only logical to see the 
official exchange rates being revised 
with the PB$ gaining vis-a-vis foreign 
currencies, 

That the exchange resources of the 
People’s Bank are gratifyingly ample 


is now borne out by another statement. 


by that Bank which promises to treat 
applications by traders in respect of 
exchange required to pay freight 
charges, and also insurance, with more 
generosity than in the past. Importers 
in China, official and private, obtain 
exchange immediately provided that 
their applications for import licences 
have been granted. With more em- 
phasis on export promotion, the Peo- 
ple’s Bank management appears to be 
optimistic about further adequate earn- 
ings and it also intimated that overseas 
family remittances have been routed, 
during recent months, to an increasing 
extent through official banks (author- 
ised by. the Chinese Govt to deal in 
exchange). 

Hongkong is now the principal mar- 
ket for China’s imports and exports 
and the trade statistics of the Colony 
give a very accurate picture of most 
of China’s foreign trade (not only is 
much Hongkong-China business con- 
ducted here but cargo destined in 
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China ports for Europe and America 
is offloaded here when arriving in 
coastal steamers and loaded on to ocean 
steamers for onward transport, thus the 
local trade statistics reflect the extent 
of China’s trade with foreign countries 
although a considerable portion of such 
trade has nothing to do with local 
merchant houses). The balance is al- 
ways in favor of China (which includes, 
for trading purposes, the Portuguese 
colony of Macao). By glancing through 
the manifests of ships, bringing cargo 
to Hongkong and shipping it abroad, 
one can gain an overall picture of the 
composition of imports into China and 
the success of China’s export drive. 
Metal goods, pharmaceuticals, certain 
industrial chemicals, rubber tyres are 
priority imports into China; gasoline, 
now banned by concerted US and UK 
action, is an article of prime impor- 
tance to the black market here which 
is determined that China shall have 
the goods—at a price. Whenever there 
are rumored shortages in this or that 
commodity which is in demand by 
China, the price as a matter of course 
goes up but at the same time frantic 
efforts are made by the host of mer- 
chants and brokers to secure the goods. 

Hongkong is thus serving as an in- 
valuable commercial base for China 
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and considering this position all specu- 
lation about sinister aggressive inten- 
tions by Peking should be dismissed as: 
poppycock. 

Free market business .in Hongkong 
with China, with rates quoted in HK$, 
US$ or taels of gold here per 100 units 
in China, was done last week as fol- 
lows:—Shanghai, gold 500 taels, @ 92— 
$34%%; US$7000 @ 103—104%. Canton, 
HK$540,000, @ 98.20—98.60. 

Financial transactions with Taiwan 
were on the increase. That island is: 
now regarded as ‘immunised’ from in- 
vasion by virtue of the protection of 
the US fleet and thus one can start 
planning for the future. The state of 
panic which earlier this year was ob- 
served all over Taiwan with constant 
flight of capital and merchants has 
come to an end and some reflux of 
traders was recorded. 

Local authorised exchange banks in- 
tend to take part in Taiwan exchanges. 
Meanwhile most business is conducted 
by native banks—the profiteers of the 
unrealistic regulations binding com- 
mercial banks to observe outdated 
practices. Rates of business done with 
Taiwan in terms of gold 84—85, in 
US$95—95.70 (per 100 in Taiwan), with 
350 taels of gold and US$20,000 put 
through. 


Hongkong Stock & Share Market 


Last week’s business was down to 
$258,411, one of the lowest turnovers 
in postwar trading. The outlook for 
more active trading is discouraging; 
almost any offer by sellers brings the 
price further down while frequently 
there are no buyers at all for certain 
stocks, 

The Stock Exchange Committee 
sounded quite discouraged with their 
report covering the so-called activities 
at the Exchange: “The market con- 
tinues very dull.” The Committee 
which has previously issued every day 
at least a one sentence report on the 
day’s business stated that ‘pending a 
return of more active conditions, daily 
comments will be discontinued.’ That’s 
airight for the Exchange but a financial 
journal has unfortunately to keep up 
some sort of comment although, parti- 
cularly now in the hottest part of our 
tropical summer, we should like to 
follow the Exchange Committee’s policy. 

In a previous issue of this journal 
we expressed some pessimistic opinions 
as regards the performance of the mar- 
ket; at that time (cf. our issue of May 
4, page 576) we met with stern re- 
proach and it was pointed out to us 
that responsible citizens were to spread 
confidence rather than dejection. But 
words alone do not change a situation 
which, due to political apprehensions, 
has further deteriorated since last 
May. Share prices are at their lowest 
and convincing efforts by financial cir- 
cles have proved futile in the face of 
the stubborn refusal of investors to 
listen to reason—or what is presumed 
to amount to reason by those who have 
confidence in the security of Hongkong. 


some ‘big fish’ are 


The writer is himself a heavy loser in 
the market as he had confidence, held 
on to shares with the result that he, 
like the majority of investors who en- 
tered the. market in 1947/48, today 
would obtain only 50% of his original 
investment if forced to TIiquidate or 
otherwise being persuaded that selling 
today means cutting further losses. 

The yield factor no longer enters into 
the calculation of new investors—the 
12 to 15% annual return which most 
industrials promise is pushed into the 
background by the fear that share 
prices may further decline. The mar- 
ket lacks support in times of local and 
international crises and as a  conse- 
quence prices have got to find their 
‘natural level’ — a bottomless proposi- 
tion, it seems. 

The principal holders are not inter- 
ested to increase their portfolios not- 
withstanding inspired reports to the 
contrary (though. there are a few ex- 
ceptions); it even is adumbrated that. 
quietly selling, 
through middlemen, and transferring 
proceeds to countries considered more 
safe in the event of a great war (Aus- 
tralia having benefitted to no small 
extent from these precautionary trans- 
fers), It is emphasised by local capital 
‘fighters’ that their action does not in 
any way reflect on the security and 
stability of Hongkong but that some 
other countries are considered: more 
interesting from an investor’s point of 
view. 

‘Great fortunes have been annihilated 
in the course of last year and the cur- 
rent year and whether they will ever 
be partly or wholly resurrected is a 
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most excruciating question for the 
afflicted investors. but it is also of im- 
portance to the rest of the community 
as an appreciation of shares would 
mean the return of confidence in the 
future of Hongkong as a free trading 
and manufacturing centre in the Far 
East under the British flag. 

Hongkong, today, has become very 
cheap — but not in terms of living 
costs and commodity prices. Life here 
remains as expensive as ever, the cost 
of living index being even today some 
10% higher than in 1947. The value 
of our public companies, according to 
market quotations, has however in this 
period dropped on the average by over 
50%. If one takes a sanguine view of 
possible developments in the near 
iuture, hoping that the outbreak of 
another great war will be prevented, 
the appreciation of local shares can be 
expected. Otherwise, more disappoint- 
ment is in store for us. 

The general attitude of investors 
here is characterised by uncertainty 
and even confusion; they do not know 
how to employ their funds and thus 
money is not put to use, bringing bene- 
fit to nobody. The banks here discour- 
age the opening of new fixed deposits 
and most commercial banks do not 
grant any interest on savings accounts 
or deposits; those who do, pay only 
between 1 to 2% p.a. This figure con- 
trasts with the 12 to 24% p.a. easily 
obtainable in the private market not 
to speak of the outrageous interest 
which is demanded and paid among 
merchants who cannot satisfy money- 
lenders as to security. 

At the Exchange the most discussed 
topic remains the Korean war. In the 


absence of business the pent-up ener- 
gies of brokers are absorbed, if not 
by some other business matters, by 
political speculation. But this form of 
idling away one’s time, apart from be- 
jing unremunerative, does not, under 
present conditions when military re- 
ports from Korea suggest continued 
US ‘elastic withdrawals,’ appear to.be 
conducive to boosting buying morale. 
Whichever way one looks at Korea 
today, the success of the North Korean 
forces cannot be denied while the 
snaping up of a debacle of the US 
forces in Korea might, by pessimists, 
be now considered. A _ peaceful and 
mutually face-saving solution is how- 
ever in the offing; the resumption of 
office in the U.N. Security Council by 
the USSR representative foreshadows 
some such possibility. If that comes to 
pass, the time for an appreciation of 
local shares might be expected—by the 
optimists. 


Singapore Stock Market 


Only moderate trading took place on 
Malayan share markets in a business week 
shortened by the Hari Raya Puasa holiday. 
Operators, influenced to a great degree by 
results on the Korean front, were heedless 
of the fresh rise in rubber and the hand- 
some price for tin. So great was concen- 
tration on the War that as far as the market 
was concerned the publication of the out- 
line of the important six-year financial plan 
for the Federation passed unnoticed. In 
these days investors in general take a much 
shorter view than the six years of the 
Gurney plan. Private enterprise having 
played its part in the restoration of Malayan 
production substantially to its pre-war pro- 
portions is now intent on consolidation with- 
in existing companies. It now remains for 
the administrative body to fulfil its function 
by restoring the pre-war state of internal 
security and the confidence which formerly 
existed in Government's ability to govern 
wisely and finance sanely. Until this happy 
state is recovered it is idle to budget for 
any great volume of fresh private invest- 
ment and until private investment provides 
the wherewithal for the country to expand 
the Gurney blue print must remain just a 
plan, however desirable it may appear. 
However, from this indication of Govern- 
ment intentions emerges one hopeful sign in 
that the crippling nature of the ‘double 
taxation” of tin mining is seen and it is 
recognised that the heavy tin export duty, 
if continued, will lead to the abandonment 
of large areas of marginal ground which 
might otherwise be treated to the profit of 
the country. 


More business was transacted in the In- 
dustrial section than any other and here the 
local investor continues to provide buying 
power for the offerings of Malayan shares 
from abroad. Prices ranged from unchanged 
to slightly easier over the week. 


Stocks High Low Sales 
H.K. Govt. Loan 4% 100 _— _— 
” 342% (1934) 9642 — $10,000 
H.K. Bank (xd.) .. 1,160 — $46,000 
Hongkong Bank 
(London Register) £74 _— 20 
Union Insurance 580 _— 30 
Asia Navigation .... 65 _— 500 
H.K. & Whampoa 
Dock. Con aaeiscs: 1234 _— 100 
Shanghai Docks .... 2.60 — 2,000 
Shanghai Lands .... 1.10 1 4,500 
Hongkong Lands ... 34 _— 200 
Tams”) casas 10.20 10.20 2,400 
Lights, (old) 10.10 — 100 
os (new) 6.80 = 233 
Mleetrics! « ystivzssacearore 19.60 — 2,767 
CEMENTS: Wy hime sie. tis 845 8 500 
Watson's)! x teenie cent 2045 — 400 
China Emporium .. 815 oo 200 
Kwong Sang Hong 74 a 20 
EWO" Cotton’ <. .c.:- 215 2.40 5,200 
Yangtse ta... eeeu, 214 _ 5,650 
% Yield 
base on 


Buyers Sellers last years 


($M.) ($M.) dividend 
Alexandra Brick- : 

works, Ltd., 1.95 2.05 5.8 
Consolidated Tin 
Smelters, Ltd., 15/6 16/6 9.7 
(sterling denomination) 

Fraser & Neave, 

Ltd., 2.95 3.0 7.0 

Gammon (Malaya) 
td., 2.20 2.25 13.3 
Henry Waugh & Co., 

Ltd., 1.9242 1.9712 12.7 
H.K. & S. Banking 

Corporation 650 6.5 
Malayan Breweries, ; 

Ltd., 4.80 4.90 6.1 
Malayan Collierieg, 

. 1.55 1.65 6.1 
McAlister & Co., 

Ltd., 38 39 6.4 
Overseas Assurance 

Corp., Ltd., 10.75 11.25 2.7 
Oversea Chinese 

Banking Corp., 

Ltd., 61.50 62.50 6.0 
Raffles Hotel, Ltd., 2.45 2.55 7.8 
Singapore Cold 

Storage Co., Ltd., 4.45 4.55 6.7 
Singapore Traction 

Co., Ltd., 13/- 14/- — 
(sterling denomination) 

Straits Steamship 

Co., Ltd., 14 14.50 69 
Straits Trading 

Co., Ltd., 12 12.50 6.0 
Union Insurance 

Society of 

Canton, Ltd., 310 320 44 
Wearne Brothers, 

Ltd., 2.45 2.55 9.8 
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INDOCHINA’S TRADE 


The level of imports into Indochina 
during the first five months of 1950, 
despite current complaints of stagnant 
trade, compare favourably with the 
corresponding period of 1949, but show- 
ed a decline on the final months of last 
year. Subject to the latter qualifica- 
tion, it is significant that between Jan- 
uary and 31st May, 1950 receipts by the 
Indochinese customs rose by 17% to 
IC$317 millions. This increase must 
be contrasted, however, with the fact 
that the tonnage of imports in January 
and February, 1950 at 72,500 tons, 
represented a decline from the total of 
106,800 tons imported in November 
and December, 1949; similarly the 
aggregate value of imports declined 
from IC$808,100,000 to 1C$500,800,000 
during January and February of this 
year. 


As regards exports, the total tonnage 
of 53,900 tons during January and 
February, 1950, declined from the 76,900 
tons shipped during the comparable 
period of 1949 and represented a pro- 
portionately greater fall on the total 
of 97,000 tons exported in November 
and December of last year. The value 
of exports for the three months com- 
pared however, showed a slight in- 
crease. The total for January and 
February, 1950, reached IC$254,900,000 
as compared with IC$205,900,000 for 
November and December, 1949, and 
$251,300,000 during the initial two 
months of 1949. 


A detailed breakdown of subsequent 
trade returns is not as yet available but 
the figures for rubber and rice exports 
between January and May, 1950, are 
to hand. These show that the total of 
21,830 tons of rubber shipped repre- 
sented an increase of 4,210 tons over 
the amount exported during the cor- 
responding -period of 1949. Of this 
total the United States took 12,260 tons, 
France 6,640 tons and Singapore 1,820 
tons, whilst stocks of rubber held at: 
Saigon fell from 9,450 to 2,630 tons. 
In the case of exports of rice and rice 
derivatives, there was a_ decline to 
68,370 tons, as compared with the 92,390 
tons shipped between January and 
May, 1949. This decline was particu- 
larly noticeable among the lower 
grades of rice and rice products, as is 
in the following tabulation. 


Shipments of rice 
and derivatives 
January and May 

(Tons) 

1950 


1949 
Cargo (Rice: vsmcenpcrrisnsi ss 7,279 1,639 
White Rice and broken 
1 and 2 grades ........ 60,179 59,164 
Broken 3's and rice flour 24,935 7,569 
92,393 68,372 


The decline shown above of the trade 
in secondary derivatives of rice can 
be attributed to the termination of the 
official price support policy and the fact 
that exports are now priced at parity 
with rates ruling at Singapore. It is 
relevant to add that external trade will 
be influenced by a new system of 
weighted rates of exchange which is 
about to be put into operation. This 
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will cause a weakening of control, by 
dissociating gradually imports from 
exports, and reducing administrative 
interference in trade. In this way it 


will reduce the 


world markets. 


INDOCHINA’S IMPORTS & EXPORTS 


1949 1950 

IMPORTS Units Nov. Dec. Jan. Feb. 
TONNAGE, ere scin'aia.» tis ss» 1.000. T, 40,6 66,2 35,3 37,3 
ORC ns nisieseoee-aisie ein + 1.000.000 $ 355,6 452,5 239,6 261,2 

Products 
Animals (live) Tons 340 402 191 94 
Dairy Products BA 861 410 333 484 
POtOee cass eces - 1.375 2,241 1.426 1.178 
Wheat Flour ... ~ 596 4.179 2.361 3.736 
UROL Sones cee ec ase oe » 503 4,690 3.484 510 
Preserved Vegetables 7 223 304 285 300 
‘Wines’ (etc.)  ..25..... 3 >» 741 1.268 847 762 
Brandy and liqueurs . An 134 248 90 74 
Tobacco svoiereratereire ee » 330 786 449 506 
Motor Spirit ....... og 5 7.175 13.018 4.813 8.130 
Heavy Petroleum 

Eromucts fics. cece a 3.727 8.244 2.750 4.563 
Other Petroleum : 

Products). ./i<).¢ walle a 1,593 2.161 198 588 
Pharmaceuticals .... fp 123 148 69 91 
Essential Oils — 

Perfumery ..... ies a 4 69 22 30 
Rubber Articles ..... ~ 211 313 91 273 
Paper (ete,) ...i..06. 5 os 1.544 1.640 991 987 
Cotton) Varn .cccscses he 134 237 114 207 
Other “Yarns 2 ..6.0.56 - 123 185 301 49 
Cotton Piece Goods . ss 930 990 617 661 
Rayon Piece Goods .. & 84 93 54 48 
Jute bags (empty) ... ” 7 171 262 25 
Iron and Steel ....... ” 6.720 6.894 5.812 3.264 
Metal Products ...... os 2.567 3.086 847 938 
Machinery and 

Apparatus naire esieig a 1.719 1.142 666 621 
Electrical Equipment . ” 278 213 144 124 
Railway Equipment . 5 220 61 24 7 
Automobiles & spare 

PATIS ers nce e couccvce Pry 556 859 402 338 
Bicycles, motor bicy- 

cles &- accessories . ” 193 200 90 96 
Animals (live) ....... 1.000 $ 3.442 4,224 2.078 998 
Dairy Products ..,... Fy 10.256 6.525 3.092 8.199 
Potatoes 7 Gs ..5--vece. oh 3.559 5.727 3.238 2.871 
Wheat Flour ........ oe ” 2.056 13.041 7.483 11.195 
Sugar Vissi << oecccece ey 2.135 17.641 13.089 1,965 
Preserved Vegetables ” 2.061 2.613 2.393 2.690 
Wines (etc.) ..... oeeee »» 7.441 9.352 7.235 6.201 
Brandy and liqueurs . is 2.478 5.324 1.748 1.633 
Tobacco coeccenesece » 5.388 10.338 7.294 7,307 
Motor Spirit ......... ” 5.445 10.172 4.005 7.261 
Heavy Petroleum 

Products§) )..is6.' eee rr 1.411 3.171 1,263 2.266 
Other Petroleum 

Products: ...7....00. 9 3.016 3.574 489 913 
Pharmaceuticals .... " 9.139 9.944 5.339 8.032 
Essential Oils — 

Perfumery «ae cieisle 5 1.660 2.615 1.196 917 
Rubber Articles ..... FA 5.424 7.593 2.373 6.718 
Paper (etc.) oe 9.403 12.327 6.328 5.097 
Cotton Yarn » 6.753 11,320 5.413 9.365 
Other Yarns ” 5.462 5,952 4.325 3.227 
Cotton Piece Goods . ; 67.307 68.812 40.530 42.169 
Rayon Piece Goods .. Fi 11.746 12.370 6.847 6.150 
Jute bags (empty) ... rr 18 1.274 1.596 406 
Iron and Steel ....... ay 17.891 19.865 12.828 10.134 
Metal Products ...... “7 18.666 18.438 8.396 9.596 
Machinery and 

Apparatus aieloteletatere 3 36.925 28.990 18.808 17.411 
Electrical Equipment . " 9.551 8.930 7.816 5.054 
Railway Equipment . » 987 455 168 51 
Automobiles & spare 

Parts) Wiese «i sis\eielaeie aa 11.410 19.382 8.687 7.918 
Bicycles, motor bicy- 

eles & accessories . “4 9.150 9.067 4.022 4,395 
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is hoped to facilitate transactions which 


Indochinese prices and those ruling in 
Details of the external 
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trade of Indochina for January and 
February, 1950, compared with the 
preceding two months are now avail- 
able, as shown in the table. 


disparity between 


IMPORTS 
Principal Countries 1949 1950 

of Origin Units Nov. Dec Jan. Feb 
ETance! e_ Senicie cis pitateivie'e 1,000 T 20,2 29,5 19,5 18,1 
France Overseas ..... ry} 0,8 5,1 3,9 1,2 
LON BPE oreo sbeaden it 5,1 5,6 0,6 1,9 
India & Pakistan ” 0,1 0,3 0,5 0,6 
Hongkong ....... ” — — 0,1 —_— 
Indonesia ” 10,5 21,6 1,6 12,0 
China : ” 0,8 0,7 0,6 0,7 
Thailand ” 0,4 0,3 0,3 0,3 
France PBcciibia 1.000 $ 279.416 322.039 170.057 178.996 
France Overseas ” 3,928 21,334 18.953 10.705 
U. S. a Pytaahantetere ” 25.973 47.626 12.418 21.510 
India & Pakistan ” 1,145 4.453 3.828 1.982 
Hongkong ” 777 1.453 514 
Indonesia ” 6.762 13.586 5.494 9.060 
China, sesrscanets ” 10.704 9.537 7.914 9.762 
allan’. eye arin Fi 3.835 3.064 2,041 2.241 

EXPORTS 
Tonnage! Waren <ste+ ae 1.000 T. 44,2 52,8 32,2 21,7 
Value! in... 203 cheese «sis 1,000.000$: 98,3 107,6 140,3 114,6 

Products 
Dried Fish .......... Tons 9 25 38 13 
a Vegetables... ” 635 450 367 
Hongkong 5 527 350 214 121 
Singapore ” 10 74 153 88 
Téa 22a. eee 5 48 143 18 64 
Pepper’: esac ” 67 110 65 59 
France 19 67 108 65 59 
Cargo Rice ” 837 3.220 = = 
White Rice ” 1.449 _ 10,242 6.704 
France aa — — 6.471 2.275 
France Overseas ... ay — = 3.623 4.336 
Hongkong .......-.- Fa — a 148 99 
Gia erie erte conse sin7a 5 = = = ext 
Malaya .....+....-- a — wd 2 a 
Broken Rice No. 1 & 2 fe — = — = 
Rice Derivatives ..... » 3.436 5.333 299 2.195 
$8 11.986 5.428 1.260 358 
” 7.828 4.607 569 — 
a 216 180 55 43 
” 45 25 15 25 
” 2.795 4.911 _— — 
” 15.403 23.174 1.875 400 
ae 200 874 1.475 400 
At, 15.203 22.300 6.400 _ 
” 3.798 3.861 9.639 6.267 
” 3.201 1.957 1,264 1,035 
” 117 573 7.935 4.953 
” 71 160 105 16 
1949 1950 

Products Units Nov. Dec. Jan. Feb. 

Be ae ee ee eS 
Dried Fish etc. ..... - 1.000 $ 195 390 370 112 
Dried Vegetables .... 5 3.018 2.568 2.024 1.095 
Ov Wie sceduanodoncag a ” 1,380 4.229 364 1.677 
Pepper. ...... eee eiieik » 6.874 10.316 5.784 5.333 

( cargo Rratereie'ars ” 1.740 1.627 _— _ 

(white  ......5- ” 3.016 1 27.717 17.482 
Rice ( broken No. 1 

( Ruisodagoos » _ 119 —_ _ 

Other Deriva- 

‘ tives .....- ” 1, 2.423 524 2.877 
Maize) © chile isatartisiss <a ” 12.962 5.658 1,347 339 
Kapok — ..ccesecseeses 19 2.9 2.677 760 573- 
Wish Os Wie. ccc oe 108 50 29 41 
Cement —..... se eeeeeees n 1.368 2.448 —_ — 
Goal) soci cineieiee sie ” 9.397 13.488 3.921 
Rubber ——.wseeseceeses ” 32.293 29.801 80.987 53.663 
Raw Hides ........... ” 1.085 1.787 1,199 2.009 

Countries of 

Destination 
FiranCe) p oisteitiasionioiera «s/t 1.000 T 12,2 7,4 9,0 4,3 
France (Overseas) ... ” 5,4 0,1 4,3 4,6 
Un Ss A! 0,1 0,6 19 5,0 
Hongkong 2.9 5,0 2,9 18 
Singapore 6,2 14,8 11 4,3 
China ........... 0,1 — — — 
Thailand 0,4 1,0 0,4 0,4 
France 51.263 42.417 43.669 29.942 
France (Overseas) - 7.966 9 10,741 11.986 

a Sty As ” 906 4.607 63.259 41.046 
Hongkong 12.964 14,131 10.077 14.294 
Singapore ” 4,912 21.097 4.440 11.930 
Chinaeryesc.)tl iN) 199 330 244 135 
Thailand 5 4.891 8.381 4.334 4.264 
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CONVERTIBLE YEN AS FIRST STEP 
TO YEN CONVERTIBILITY 


Significant modifications in the Japa- 
nese import system to take effect on 
and after 1 July will be accompanied 
by another equally important step— 
establishment of convertible yen. No 
transactions in foreign currencies (ex- 
cepting military scrip) will be legal 
in Japan thereafter. 

Even after the handing over of for- 
eign exchange control to the Japanese 
authorities last November, foreign 
residents and travellers in Japan have 
been using Foreign Trade Payment 
Certificates (dollars), in addition to 
the military currency used by occu- 
pationaires. Both types of dollar in- 
struments have been outside the juris- 
diction of the Japanese authorities, 
and there has. been no way of estimat- 
ing how much of such foreign exchange 
has been in -circulation. 

On the basis of-a SCAP memoran- 
dum handed the Japanese Government 
on 8 May, all legitimate owners of 
foreign exchange are required to open 


a Special Deposit Account of their 
haldings converted in yen; and al 
Overseas Supply Stores and _. other 


specially designated export bazaars so 
far accepting FTPC will be selling to 
their customers in yen. 


There are still rigid restrictions 
governing the operation of “convertible 
yen” in the Special Deposit Accounts, 
and it is not correct to speak of the 
Japanese yen having become conver- 
tible in the strict sense. However, it 
is a decisive step toward materializa- 
tion of yen’s convertibility. It is re- 
called that US Undersecretary of Com- 
merce Thomas C. Blaisdell stated that 
yen’s convertibility would be essential 
for an increase in trade, and predicted 
that Japanese yen may become con- 
vertible within two years. In fact, 
Japanese yen has become convertible 
within less than three months since 
this statement was made, although on 
a restricted basis. And it is by no 
means unreasonable to expect that 
similar “convertible yen” transactions 
may soon be extended to overseas 
trade between Japan and other areas 
of East Asia which lack foreign ex- 
change resources, in order to facilitate 
trade and revive the prewar mode of 
business to some extent. . : 


Essential rules governing Special 
Deposit Accounts are as follows: (a) 
Legitimate holders of foreign exchange 
will convert all of it into yen and 
maintain a Special Account with a 
foreign exchange bank. In case of need 
to remit abroad, they. may re-convert 
their holdings in this account into 
foreign exchange without obtaining 
approval from the Foreign Exchange 
Control Commission. (b) Drawing 
from and deposits into Special Ac- 
counts may be made only by non- 
transferable check to designated 
payee. Such checks, when received by 
parties without Special Deposit Ac- 
count, will be bought by the foreign 
exchange bank against non-convertible 
yen. Interest on Special Deposit is 
payable in non-convertible yen. 


In short, the convertibility of the 
Special Deposit remains one-sided, and 
there is not much difference from the 
system thus far in force. The new 
system has not yet opened the way for 
foreign interests to convert their yen 
earnings into foreign exchange for re- 
mittance abroad. 

Some important consequences may 
result from the -decision to have the 
OSS, export bazaars, hotels, and other 


trade and tourist services accept yen, 


convertible and non-convertible alike. 
It is natural to expect that all foreign- 
ers will try saving their convertible 
money and using ordinary yen earn- 
ings wherever possible. Therefore, 
foreign exchange earnings obtained 
from such facilities, thus far estimated 
at about $4 million a month or one 
tenth of all of Japan’s export income 
will tend to drop. Meanwhile, foreign 
interests will seek to utilize their yen 
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earnings thus far accumulated. Ameri- 
can movie interests and publications 
are believed to have already accumu- 
lated billions of yen from earnings 
here. If they begin to use these funds 
locally, this may result in boosting the 
note issuance by the Bank of Japan. 
This may be one of the reasons why 
the Bank of Japan recently adopted a 
tighter financial policy. On the other 
hand, the blackmarket rate of the 
dollar, which once reached the 500 
yen mark, will surely decline hereafter, 
for there will be less possibilities to 
use dollars in Japan. 


Meanwhile, this step consolidates the 
authority given the Japanese to con- 
trol foreign exchange, and at the same 
time calls upon the Japanese to do 
everything to avoid further devalua- 
tion of the yen (which has been long 
rumored amid the unfavorable foreign 
trade situation), because it is now the 
duty of the Japanese to safeguard 
foreigners’ Special Deposits from fall- 
ing in value. 


System of Automatic Approval for 
Japanese Imports 


1. Present System Defects 

The Japanese Government has de- 
cided to place the import procedure 
partly on the “Automatic Approval” 
system; in compliance with a SCAP 
suggestion and with a view to cut red- 
tape and help the trade tide over the 
current difficulties. The new system, 
expected to be enforced on and after 
1 July, will be applied to 59 items of 
raw materials. Other consumer goods 
and key commodities still under state 
control will remain under the current 
quota system. 


Early in January practically all 
Japanese import business was handed 
back to private hands, in accordance 
with the Logan Formula which em- 
phasized the’ priority of import over 
export and opened the way for a firsi- 
come-first-served quota system. How- 
ever, this new system so far has failed 
to live up to general expectation, and 
not only imports but also exports have 
been deadlocked. Many traders put the 
blame on the rigid application of quotas 
for each tariff item valid for a short 
three morth period. It resulted in 
restricting business in any given com- 
modity, and actually stifled business 
initiative. Moreover, quota allocations 
have been revealed at very short notice, 
calling for application within one or 
two weeks. Most Japanese traders 
have no overseas branches or sufficient 
contacts aoroad and found it, impossi- 
ble to consummate business for a res- 
tricted amount within the stipulated 
period. For not a few items, auotas 
have remained unfilled. There is no 
elasticity in the quota system, such as 
to allow different items to be merged 
or quotas to be carried over to the 
next period to make business practical. 
Such quotas are thus destined to re- 
main permanently unfilled, Alto- 


gether, the present system is bound to 
cause a heavy setback to the import 
business as a whole over the year’s 
trading period. Meanwhile applicants 
have concentrated in favorite items, 
such as rubber, and already many un- 
savory rumors have spread in this con- 
nection. Some trader affiliated with a 
department store is reported to have 
filed hundreds of applications, produc- 
ed in the individual names of employes 
of the department. store. Some un- 
scrupulous government officials have 
tipped off traders on quota allocations 
beforehand. Mimeographed quota lists, 
distributed one or two weeks ahead of 
the official announcement, have fetch- 
ed vrices of between 10,000 yen and 
50,000 yen a copy. On the other hand, 
the Japan Foreign Trade Council has 
warned its members not to buy such 
information, which. this traders or- 
ganization termed as not final and as 
unreliable. 


2. Preliminary Steps Required 


Intended partly to curb all such bad 
practices of the trade, the new Auto- 
matic Approval System calls for the 
following measures to be undertaken 
before it goes into effect: (a) Importers 
shall be screened and_ registered, so 
that all bogus applications from those 
who merely lend their names to some 
regular merchants’ will be eliminated. 


(b) Foreign exchange banks shall 
restrict issuance of letters of credit. 
So far banks were authorized to handle 
any import bill backed by a quota, and 
to oven letters of credit in favor of 
importers, regardless of their aqualifica- 
‘tions or actual credit standing. (c) 
Importers shall be required to post a 
10 per cent performance bond in cash 
at their banks. A similar system has 
already been in effect, but only nomin- 
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ally. Few banks have insisted on such 
cash payment. Stricter enforcement 
will eliminate financially weak impor- 
ters at this time of severe money strin- 
gency. 


3. Importers To Be Screened 


Screening and registration procedures 
will be as follows: (a) Every. importer 
will be required to file application for 
screening and registration to the Chief 
of the Foreign Trade Bureau, Inter- 
national Trade and Industry Ministry. 
This step will eliminate many spurious 
firms with no staff but only a sign- 
board on somebody else’s office. (b) Re- 
gistration will be made separately for 
every branch, i.e., Foodstuffs, Textile 
Materials, Machinery and Metals, 
Mineral Ores, Chemicals, and others, 
as classified by the Minister of Inter- 
national Trade and Industry. This will 
make it impossible for a trader to file 
applications for all and sundry lines 
regardless of his capacity. (c) A trader 
violating registration terms may be 
suspended from business for some 
period. (d) A trader to qualify for re- 
gistration must have an office and suf- 
ficient staff to handle his business. (e) 
A qualified trader must be fully ex- 
perienced in his line of business. (f) 
A qualified importer shall handle only 
the lines as stipulated in the articles 
of his company. (g) Applications for 
registration may be accepted at any 
time, and registration shall be effective 
for one year. (h) In case a registered 
trader fails to effect any business at 
‘all during the year, his registration 
may not be renewed. (i) A non-re- 
gistered trader may be allowed to ap- 
ply for a quota, but only on payment 
of performance bond definitely larger 
than paid by registered trader, but not 
exceeding 50 per cent of amount ap- 
plied for. 


4. Quota-Free Imports Listed. 


The 59 import items coming under 
the Automatic Approval system, or 
‘under another practically quota-free 
system, have been chosen from raw 
materials whose ‘ree import would 
‘not put undue pressure on the domestic 
business and whose import is not anti- 
‘cipated to be concentrated on areas 
with which Japan has no trade agree- 
ments. 


Main items on the tentative free im- 
port list include: (a) Fibers and Tex- 
tile Materials: Hemp, jute, ramie, dust 
wool and dust silk, bristles, cotton lin- 
ters. (b) Metal and Metal Ores: Man- 
ganese, cobalt, nickel, bauxite, scrap 
iron. .(c) Non-Metal Minerals: Fluor- 
spar, mica, industrial diamonds, talc, 
kaolin. (d) Rubber and Gum: Crude 
rubber, gum trachant, gum copal. (e) 
Lumber: Cork, scrap cork, fir for pen- 
cils, lignum-vitae. (f) Hides and 
Skins: Cow hides, calf hides, sheep 
skins, goat skins. (g) Chemicals: Que- 
bracho and other tanning materials, 
pine oil, benzol, potassium chloride, 
mangrove bark, sealing compound, 
cobalt oxide, pigment resin color. (h) 
Others: Sea shells for button making, 
bull horn, bees wax. 
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Japan - South 


Owing to the outbreak of hostilities 
in Korea, serious concern is felt over 
the prospects of the recently concluded 

orea-Japan trade agreement and the 
future course of trading in general be- 
tween the two countries. Information, 
emanating from Japanese official 
sources, may be boiled down as follows. 

1) Trade with Korea which has 
been progressing to date consists of 
a) importation of Korean rice totalling 
100,000 metric tons projected by the 
previous. trade agreement, b) an ex- 
change of goods on a projected barter 
trade, and c) Japan’s exports to Korea 
on condition of reimbursement by ECA 
funds appropriated to Korea. 


The new trade agreement which has 
been completed only very recently is 
not working as yet both in export and 
in import. 

2) Out of the 100,000 tons of rice 
scheduled to be shipped from Korea 
during the January-June period, there 
remains only 18,141 tons yet to be 
brought to Japan. Since three Japan- 
ese boats have been at anchor in Ko- 
rean ports, loading 6,840 tons of rice 
out of the remaining supply, it seems 
that Japan may still possibly get the 
last shipment which will reduce the 
existing balance to nearly one-half. 


Export and import contracts sealed 
through barter trade approximate 
$1,754,000. Already $910,000 worth of 
imports and $415,400 exports have been 
actually exchanged between the two 
countries, thus leaving the balance of 
40 han thousand dollars to be consum- 
mated. 


5. Business To Be Encouraged 


The proportion of these quota-free 
items to the entire import budget is 
understood to be between 20 and 30 
per cent. Automatic approval will 
cease to function as soon as this 
amount has been filled. Regarding the 
balance of 80 to 70 per cent of the im- 
port budget, the quota allocation sys- 
tem is understood to continue in effect, 
with the following modifications. 


(a) Individual quota allocation will 
be. restricted to the 20 state controlled 
essential commodities like foodstuffs, 
salt, raw cotton, wool, petroleum, iron 
ores, anthracite, etc. Quotas will be 
allocated to qualified industrialists re- 
gardless of ipsu facto applications. (b) 
The remainder of consumer goods and 
raw materials to be imported will no 
longer be apportioned into small in- 
dividual tariff items with designated 
sources of supply, but the quota will 
be announced in one lot as “others”, 
open for ‘application based on actual 
import business. 


Government are studying further im- 
provements and modifications of the 
quota system for the purpose of en- 
couraging business to the maximum 
extent. Meanwhile, the incentive for- 
eign exchange holding system—which 
allows exporters to retain some margin 
of their foreign exchange earnings for 
their own use—will remain in effect. 
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Korea Trade 


3) It is feared that all trade con- 
tracts including those signed on a bar- 
ter basis, the remaining rice importa- 
tion as well as many a standing order 
financed with ECA fynds, are subject 
to a wind-up at any time. No import 
application will respond to the “Gov- 
ernment Notification of Import Com- 
modities from Korea” No. 15 announ- 
ced by MITI on June 23 following the 
New Korea-Japan Trade Agreement. 
An automatic standstill of the Japanese 
merchant fleet, following the suspen- 
sion of trade with Korea, will deal a 
heavy blow to the Japanese shipping 
operators: whose 80 per-cent of the 
existing bottoms have been employed 
in Korean waters. 


4) A plan to purchase 200,000 
metric tons of rice from Korea by next 
June, in addition to the present rice 
importation, is now looked upon rather 
dubiously, since rice shipments have 
heretofore been carried by Japanese 
vessels. 


Furthermore, shipments to Korea of 
Japanese barley amounting to 10,000 
metric tons in all will be delayed, in 
view of the difficulties now affecting 
settlement. 


5) Trade between the two countries 
is not necessarily impossible, .provided 
Korea is willing to start .an open ac- 
count to effectivate the recently signed 
trade agreement. Utilization of the 
export credit insurance system recent- 
ly established in Japan is proving a 
great help in this connection. 


In the meantime, the Japanese Gov- 
ernment is likely to take some mea- 
sures against illicit practices such as 
the flight of capital from the Peninsula, 
rise in smuggling in its near waters, etc. 
which may follow the outbreak of this 
incident in Korea. 


‘ 
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HONGKONG OFFICIAL EXCHANGE RATES 
Agreed merchant rates of H.K. Exchange Banks Association as from July 14:— 


Minimum Buying 


Maximum Selling 
HK: 


$ per HK$ per 
peraigg | Currency rh 
1/2 15/16 | 16.066946 15.966736 
16.933610 
15.900621 
15.867768 
5.885052 
Bast & South | 1/2 15/16 | 16.066946 per Hips 
Africa 
up every 30 days. 
—————_|"775 15/16 | 46060046. | 1/3 5/16 OD. if under L/Credit| 15.673469 
Wert Atrice Joi ct ae 1/3 3X8 OD. without L/Creait| 15609756 
1/32nd. up every 30 days 
1.2057272 83 
Sale 82 15/16 e 
84 
84 
84 
1.2057272 84 O.D. if under L/Credit| 1825 
84 OD: without L/Gredit| | Tigesie 
85 3/16 30 & 60 days. 
ia ae  y2057272 | 84 1/8 TT. 1.1887033 
82 SaaHvA6 84 (3/8 OD. 111851852 
84 «1/2 7 & 30 days. 1.1834320 
84 (5/8 60 days. 1.1816839 
84 33/4 90 days. 1.1799410 
Ss camaeqya 58. 3/16... 1.7185822 
Pakistan Sie agi a 58 OL/4 OD. 1:7167382 
58 30 & 60 days. 1:7130621 
eer ral TT. & OD. 1.8669778 
Malaya 53" TAS | LSStSto0s le comnts geiaumsoe ange! 1/8648019 
53 (3/4 60 days. 1.8604651 
a 7ed 17 5/8 TT. & OD. 5.6737589 
New York G76 TATGTO | 7 11/1630 aye. 8.6537102° 
17 3/4 60 & 90 days. 5,6338028 
Canada 19 1/8 | 5.2287582 19 3/8 T.T. & OD. 5.1612903° 
19 V8 |) 52287582" | ppm aden tds 
Australia 1/6 9/16 | 12.929293 V6 15/16 T.T. 12.673267 
7 OD. 12.631579 
New Zealand 1/2 15/16 | 16.066946 


Sterling selling rates for delivery within two months with a cut 1/32nd. for every 
further three months forward. 


